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that may be related to the etiology of 

breast cancer. 

S. 847

At the request of Mr. DAYTON, the 

name of the Senator from New Mexico 

(Mr. DOMENICI) was added as a cospon-

sor of S. 847, a bill to impose tariff-rate 

quotas on certain casein and milk pro-

tein concentrates. 

S. 866

At the request of Mr. REID, the name 

of the Senator from Louisiana (Ms. 

LANDRIEU) was added as a cosponsor of 

S. 866, a bill to amend the Public 

Health Service Act to provide for a na-

tional media campaign to reduce and 

prevent underage drinking in the 

United States. 

S. 882

At the request of Ms. MIKULSKI, the 

name of the Senator from Washington 

(Ms. CANTWELL) was added as a cospon-

sor of S. 882, a bill to amend title II of 

the Social Security Act to provide that 

a monthly insurance benefit there-

under shall be paid for the month in 

which the recipient dies, subject to a 

reduction of 50 percent if the recipient 

dies during the first 15 days of such 

month, and for other purposes. 

S. 885

At the request of Mr. HUTCHINSON,

the names of the Senator from New 

York (Mrs. CLINTON) and the Senator 

from New York (Mr. SCHUMER) were 

added as cosponsors of S. 885, a bill to 

amend title XVIII of the Social Secu-

rity Act to provide for national stand-

ardized payment amounts for inpatient 

hospital services furnished under the 

medicare program. 

S. 887

At the request of Mr. WELLSTONE, the 

name of the Senator from Michigan 

(Mr. LEVIN) was added as a cosponsor of 

S. 887, a bill to amend the Torture Vic-

tims Relief Act of 1986 to authorize ap-

propriations to provide assistance for 

domestic centers and programs for the 

treatment of victims of torture. 

S. 890

At the request of Mr. MCCAIN, the 

name of the Senator from New York 

(Mrs. CLINTON) was added as a cospon-

sor of S. 890, a bill to require criminal 

background checks on all firearms 

transactions occurring at events that 

provide a venue for the sale, offer for 

sale, transfer, or exchange of firearms, 

and to provide additional resources for 

gun crime enforcement. 

S. 940

At the request of Mr. DODD, the name 

of the Senator from New York (Mr. 

SCHUMER) was added as a cosponsor of 

S. 940, a bill to leave no child behind. 

S. 1017

At the request of Mrs. MURRAY, her 

name was added as a cosponsor of S. 

1017, a bill to provide the people of 

Cuba with access to food and medicines 

from the United States, to ease restric-

tions on travel to Cuba, to provide 

scholarships for certain Cuban nation-

als, and for other purposes. 
At the request of Mr. DODD, the name 

of the Senator from Wisconsin (Mr. 

FEINGOLD) was added as a cosponsor of 

S. 1017, supra. 

S. 1047

At the request of Mr. GRAMM, the 

name of the Senator from New Mexico 

(Mr. DOMENICI) was added as a cospon-

sor of S. 1047, a bill to amend the Inter-

nal Revenue Code of 1986 to provide for 

nonrecognition of gain on dispositions 

of dairy property which is certified by 

the Secretary of Agriculture as having 

been the subject of an agreement under 

the bovine tuberculosis eradication 

program, and for other purposes. 

S. 1050

At the request of Mr. SANTORUM, the 

name of the Senator from North Caro-

lina (Mr. HELMS) was added as a co-

sponsor of S. 1050, a bill to protect in-

fants who are born alive. 

S. 1052

At the request of Mrs. MURRAY, her 

name was added as a cosponsor of S. 

1052, a bill to amend the Public Health 

Service Act and the Employee Retire-

ment Income Security Act of 1974 to 

protect consumers in managed care 

plans and other health coverage. 

S. 1078

At the request of Mr. LEVIN, the 

name of the Senator from Georgia (Mr. 

CLELAND) was added as a cosponsor of 

S. 1078, a bill to promote brownfields 

redevelopment in urban and rural areas 

and spur community revitalization in 

low-income and moderate-income 

neighborhoods.

S. 1079

At the request of Mr. LEVIN, the 

name of the Senator from Georgia (Mr. 

CLELAND) was added as a cosponsor of 

S. 1079, a bill to amend the Public 

Works and Economic Development Act 

of 1965 to provide assistance to commu-

nities for the redevelopment of 

brownfield sites. 

S. 1087

At the request of Mr. CONRAD, the 

name of the Senator from Georgia (Mr. 

CLELAND) was added as a cosponsor of 

S. 1087, a bill to amend the Internal 

Revenue Code of 1986 to provide a 

shorter recovery period of the deprecia-

tion of certain leasehold improve-

ments.

S. 1104

At the request of Mr. GRAHAM, the 

name of the Senator from Virginia (Mr. 

ALLEN) was added as a cosponsor of S. 

1104, a bill to establish objectives for 

negotiating, and procedures for, imple-

menting certain trade agreements. 

S. 1116

At the request of Mr. INOUYE, the 

name of the Senator from Illinois (Mr. 

DURBIN) was added as a cosponsor of S. 

1116, a bill to amend the Foreign As-

sistance Act of 1961 to provide in-

creased foreign assistance for tuber-

culosis prevention, treatment, and con-

trol.

S. 1119

At the request of Mr. LEAHY, the 

name of the Senator from Maine (Ms. 

COLLINS) was added as a cosponsor of S. 

1119, a bill to require the Secretary of 

Defense to carry out a study of the ex-

tent to the coverage of members of the 

Selected Reserve of the Ready Reserve 

of the Armed Forces under health bene-

fits plans and to submit a report on the 

study of Congress, and for other pur-

poses.

S. 1152

At the request of Mr. DURBIN, the 

name of the Senator from Minnesota 

(Mr. WELLSTONE) was added as a co-

sponsor of S. 1152, a bill to ensure that 

the business of the Federal Govern-

ment is conducted in the public inter-

est and in a manner that provides for 

public accountability, efficient deliv-

ery of services, reasonable cost savings, 

and prevention of unwarranted Govern-

ment expenses, and for other purposes. 

S. CON. RES. 53

At the request of Mrs. MURRAY, her 

name was added as a cosponsor of S. 

Con. Res. 53, concurrent resolution en-

couraging the development of strate-

gies to reduce hunger and poverty, and 

to promote free market economies and 

democratic institutions, in sub-Saha-

ran Africa. 

At the request of Mr. HAGEL, the 

name of the Senator from North Da-

kota (Mr. CONRAD) was added as a co-

sponsor of S. Con. Res. 53, supra. 

f 

STATEMENTS ON INTRODUCED 

BILLS AND JOINT RESOLUTIONS 

By Mr. CLELAND (for himself 

and Mr. MILLER):

S. 1184. A bill to designate the facil-

ity of the United States Postal Service 

located at 2853 Candler Road in Deca-

tur, Georgia, as the ‘‘Earl T. 

Shinhoster Post Office’’; to the Com-

mittee on Governmental Affairs. 

Mr. CLELAND. Mr. President, I rise 

today to recognize Mr. Earl Shinhoster 

for his distinguished career of service 

to the public and the cause of civil and 

human rights. In tribute to Mr. 

Shinhoster I hereby introduce legisla-

tion to designate the facility of the 

United States Postal Service located at 

2853 Candler Road in Decatur, Georgia, 

as the ‘‘Earl T. Shinhoster Post Of-

fice.’’ Before his tragic death on June 

12, 2000, he had been an active member 

of the National Association for the Ad-

vancement of Colored People, NAACP, 

for more than 30 years as both a volun-

teer and staff member, most recently 

as Acting Executive Director and Chief 

Executive Officer of its National Board 

of Directors in 1996, and Southeast Re-

gional Director from 1978–1994. 

In May 1998, Mr. Shinhoster was 

Chairman of the Georgia Delegation to 

the National Summit on Africa and he 
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was the Field Director for the National 

Democratic Institute in Accra, Ghana 

from 1996 to 1997 where he observed and 

monitored the 1996 Presidential and 

Parliamentary elections. He also mon-

itored and observed the electoral proc-

ess in South Africa and Nigeria. He was 

active on both the State and local level 

serving in the administration of Geor-

gia Governor George Busbee from 1975 

to 1978 as Director of the Governor’s 

Office of Human Affairs. In 1998, Mr. 

Shinhoster served as Coordinator of 

Voter Education for the State’s Elec-

tion Division. 

Earl Shinhoster earned his Bachelor 

of Arts degree in political science from 

Morehouse College in Atlanta, GA in 

1972 before pursuing legal studies at 

Cleveland State University College of 

Law in Cleveland, OH. The particular 

Post Office to be named after him is 

the same Post Office in South DeKalb 

where he retrieved his mail and is lo-

cated in the same community where 

his family and friends still reside 

today. I, along with Senator MILLER,

urge my colleagues to support this leg-

islation and recognize Mr. Shinhoster’s 

long and distinguished career as a pub-

lic servant promoting civil and human 

rights in Georgia, the United States, 

and around the world. I ask unanimous 

consent that the text of the bill be 

printed in the RECORD.

There being no objection, the bill was 

ordered to be printed in the RECORD, as 

follows:

S. 1184 

Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 

Congress assembled, 

SECTION 1. DESIGNATION OF EARL T. 
SHINHOSTER POST OFFICE. 

(a) IN GENERAL.—The facility of the United 

States Postal Service located at 2853 Candler 

Road in Decatur, Georgia, shall be known 

and designated as the ‘‘Earl T. Shinhoster 

Post Office’’. 

(b) REFERENCES.—Any reference in a law, 

map, regulation, document, paper, or other 

record of the United States to the facility re-

ferred to in subsection (a) shall be deemed to 

be a reference to the Earl T. Shinhoster Post 

Office.

By Mr. WYDEN (for himself and 

Ms. SNOWE):

S. 1185. A bill to amend title XVIII of 

the Social Security Act to assure ac-

cess of Medicare beneficiaries to pre-

scription drug coverage through the 

SPICE drug benefit program; to the 

Committee on Finance. 

Mr. WYDEN. Mr. President, today 

Senator SNOWE and I are introducing 

our bipartisan legislation to provide a 

Medicare prescription drug benefit. 

Yesterday, I spoke about our proposal, 

The Senior Prescription Insurance Cov-

erage Equity Act of 2001. I ask unani-

mous consent that the text of the bill 

be printed in the RECORD.

There being no objection, the bill was 

ordered to be printed in the RECORD, as 

follows:

S. 1185 

Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 

Congress assembled, 

SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Seniors Prescription Insurance Cov-

erage Equity (SPICE) Act of 2001’’. 

(b) TABLE OF CONTENTS.—The table of con-

tents of this Act is as follows: 

Sec. 1. Short title; table of contents. 

Sec. 2. SPICE drug benefit program. 

‘‘PART D—SPICE DRUG BENEFIT PROGRAM

‘‘Sec. 1860A. Establishment of SPICE drug 

benefit program. 

‘‘Sec. 1860B. SPICE prescription drug cov-

erage.

‘‘Sec. 1860C. Enrollment under SPICE drug 

benefit program. 

‘‘Sec. 1860D. Enrollment in a policy or plan. 

‘‘Sec. 1860E. Medicare Drug Plan for Non-

competitive Areas. 

‘‘Sec. 1860F. Selection of private entities to 

provide basic coverage. 

‘‘Sec. 1860G. Providing information to bene-

ficiaries.

‘‘Sec. 1860H. Premiums. 

‘‘Sec. 1860I. Approval for entities offering 

SPICE prescription drug cov-

erage.

‘‘Sec. 1860J. Payments to entities. 

‘‘Sec. 1860K. Financial assistance to obtain 

SPICE prescription drug cov-

erage.

‘‘Sec. 1860L. Employer incentive program 

for employment-based retiree 

drug coverage. 

‘‘Sec. 1860M. SPICE Board. 

‘‘Sec. 1860N. SPICE Prescription Drug Ac-

count in the Federal Supple-

mentary Medical Insurance 

Trust Fund.’’. 

Sec. 3. SPICE prescription drug coverage 

under Medicare+Choice plans. 

Sec. 4. Medigap revisions and transition pro-

visions.

Sec. 5. Provision of information on SPICE 

drug benefit program under 

health insurance information, 

counseling, and assistance 

grants.

Sec. 6. Personal Digital Access Technology 

Demonstration Project. 

SEC. 2. SPICE DRUG BENEFIT PROGRAM. 
(a) IN GENERAL.—Title XVIII of the Social 

Security Act (42 U.S.C. 1395 et seq.) is 

amended by redesignating part D as part E 

and by inserting after part C the following 

new part: 

‘‘PART D—SPICE DRUG BENEFIT PROGRAM

‘‘ESTABLISHMENT OF SPICE DRUG BENEFIT

PROGRAM

‘‘SEC. 1860A. (a) ACCESS TO SPICE PRE-

SCRIPTION DRUG COVERAGE.—

‘‘(1) IN GENERAL.—Beginning in 2003, the 

SPICE Board (established under section 

1860M) shall provide for a SPICE drug benefit 

program under which all eligible medicare 

beneficiaries who voluntarily enroll under 

this part shall be entitled to obtain SPICE 

prescription drug coverage (meeting the 

terms and conditions under this part) as fol-

lows:

‘‘(A) MEDICARE+CHOICE PLAN.—If the eligi-

ble medicare beneficiary is eligible to enroll 

in a Medicare+Choice plan, the beneficiary 

may enroll in the plan and obtain SPICE pre-

scription drug coverage (as defined in section 

1860B(a)) through such plan. 

‘‘(B) MEDICARE SUPPLEMENTAL POLICY.—If

the eligible medicare beneficiary is not en-

rolled in a Medicare+Choice plan but is en-

rolled in a medicare supplemental policy, the 

beneficiary may— 

‘‘(i) obtain SPICE prescription drug cov-

erage through such policy; or 

‘‘(ii) waive basic coverage (as defined in 

section 1860B(b)) pursuant to section 

1860C(a)(3) and obtain financial assistance 

pursuant to section 1860K(c) for stop-loss 

coverage (as defined in section 1860B(c)) pro-

vided under such policy. 

‘‘(C) MEDICARE DRUG PLAN FOR NONCOMPETI-

TIVE AREAS.—If the eligible medicare bene-

ficiary is not enrolled in a Medicare+Choice 

plan, a medicare supplemental policy, or a 

basic coverage plan under section 1860F, and 

there is a Medicare Drug Plan for Non-

competitive Areas available in the area in 

which the beneficiary resides, the bene-

ficiary may obtain SPICE prescription drug 

coverage under this part through enrollment 

in such plan. 

‘‘(D) BASIC COVERAGE ONLY THROUGH A PRI-

VATE ENTITY.—If the eligible medicare bene-

ficiary is not enrolled in a Medicare+Choice 

plan, a medicare supplemental policy, or a 

Medicare Drug Plan for Noncompetitive 

Areas, the beneficiary may obtain basic cov-

erage (including financial assistance for such 

coverage under section 1860K(b) and access to 

negotiated prices under section 1860B(d)) 

through enrollment in a plan offered by a 

private entity with a contract to offer such 

plan under section 1860F. 

‘‘(2) VOLUNTARY NATURE OF PROGRAM.—

Nothing in this part shall be construed as re-

quiring an eligible medicare beneficiary to 

enroll in the program established under this 

part.

‘‘(3) ADMINISTRATION OF BENEFITS.—In pro-

viding SPICE prescription drug coverage to 

an eligible medicare beneficiary under this 

part, an entity offering a medicare supple-

mental policy, a Medicare+Choice plan, a 

Medicare Drug Plan for Noncompetitive 

Areas, or a basic coverage plan under section 

1860F may— 

‘‘(A) directly administer the benefits under 

such coverage; or 

‘‘(B) contract with an entity that meets 

the applicable requirements under this part 

to administer such benefits. 

‘‘(b) ACCESS TO ALTERNATIVE PRESCRIPTION

DRUG COVERAGE.—In the case of an eligible 

medicare beneficiary who has creditable pre-

scription drug coverage (as defined in section 

1860C(b)(4)) under a policy or plan, such bene-

ficiary—

‘‘(1) may continue to receive such coverage 

under such policy or plan and not enroll 

under this part; and 

‘‘(2) pursuant to section 1860C(b)(3), is per-

mitted to subsequently enroll under this 

part and obtain SPICE prescription drug cov-

erage without any penalty if such policy or 

plan terminated, ceased to provide, or sub-

stantially reduced the value of the prescrip-

tion drug coverage under such plan or policy. 

‘‘(c) FINANCIAL ASSISTANCE.—

‘‘(1) UNDER SPICE DRUG BENEFIT PROGRAM.—

Under the SPICE drug benefit program, the 

SPICE Board shall provide financial assist-

ance, with such assistance varying depending 

upon the income of such beneficiary, for any 

eligible medicare beneficiary enrolled under 

this part who voluntarily obtains— 

‘‘(A) basic coverage (pursuant to sub-

section (b) of section 1860K); or 

‘‘(B) stop-loss coverage (pursuant to sub-

section (c) of such section). 

‘‘(2) ASSISTANCE TO GROUP HEALTH PLANS

THAT PROVIDE PRESCRIPTION DRUG COVERAGE

TO ELIGIBLE MEDICARE BENEFICIARIES.—Pursu-

ant to the Employer Incentive Program es-

tablished under section 1860L, the SPICE 
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Board shall make payments to employers 

and other sponsors of employment-based 

health care coverage to encourage such em-

ployers and sponsors to provide adequate 

prescription drug coverage to retired individ-

uals.
‘‘(d) ELIGIBLE MEDICARE BENEFICIARY DE-

FINED.—For purposes of this part, the term 

‘eligible medicare beneficiary’ means an in-

dividual who is entitled to benefits under 

part A and enrolled under part B. 
‘‘(e) FINANCING.—The costs of providing 

benefits under this part shall be payable 

from the SPICE Prescription Drug Account 

(as established under section 1860N) within 

the Federal Supplementary Medical Insur-

ance Trust Fund under section 1841. 

‘‘SPICE PRESCRIPTION DRUG COVERAGE

‘‘SEC. 1860B. (a) IN GENERAL.—For purposes 

of this part, the term ‘SPICE prescription 

drug coverage’ means coverage consisting of 

the following: 

‘‘(1) BASIC COVERAGE.—Basic coverage (as 

defined in subsection (b)) and access to nego-

tiated prices under subsection (d), except as 

waived pursuant to section 1860C(a)(3). 

‘‘(2) STOP-LOSS COVERAGE.—Stop-loss cov-

erage (as defined in subsection (c)). 
‘‘(b) BASIC COVERAGE.—For purposes of this 

part, the term ‘basic coverage’ means cov-

erage of covered outpatient drugs (as defined 

in subsection (e)) that meets the following 

requirements:

‘‘(1) DEDUCTIBLE.—The coverage has an an-

nual deductible— 

‘‘(A) for 2003, that is equal to $350; or 

‘‘(B) for a subsequent year, that is equal to 

the amount specified under this paragraph 

for the previous year increased by the per-

centage specified in paragraph (4) for the 

year involved. 

Any amount determined under subparagraph 

(B) that is not a multiple of $5 shall be 

rounded to the nearest multiple of $5. 

‘‘(2) COINSURANCE.—The coverage has coin-

surance (for the cost of a covered outpatient 

drug above the annual deductible specified in 

paragraph (1) for the year and up to the ini-

tial coverage limit specified in paragraph (3) 

for the year) that does not exceed 25 percent 

of the cost of such drug. 

‘‘(3) INITIAL COVERAGE LIMIT.—

‘‘(A) IN GENERAL.—The coverage has an ini-

tial coverage limit for covered outpatient 

drugs in a year that is reached when the eli-

gible medicare beneficiary has incurred the 

applicable amount of out-of-pocket expenses 

in the year. 

‘‘(B) APPLICABLE AMOUNT DEFINED.—For

purposes of subparagraph (A), the term ‘ap-

plicable amount’ means— 

‘‘(i) for 2003, $3,000; or 

‘‘(ii) for a subsequent year, the amount 

specified in this subparagraph for the pre-

vious year, increased by the annual percent-

age increase described in paragraph (4) for 

the year involved. 

Any amount determined under clause (ii) 

that is not a multiple of $25 shall be rounded 

to the nearest multiple of $25. 

‘‘(C) APPLICATION.—In applying paragraph 

(1)—

‘‘(i) incurred out-of-pocket expenses shall 

only include expenses incurred for the an-

nual deductible (described in paragraph (1)) 

and coinsurance (described in paragraph (2)); 

and

‘‘(ii) such expenses shall be treated as in-

curred without regard to whether the indi-

vidual or another person, including a State 

program or other third-party coverage, has 

paid for such expenses. 

‘‘(4) ANNUAL PERCENTAGE INCREASE.—For

purposes of this part, the annual percentage 

increase specified in this paragraph for a 

year is equal to the annual percentage in-

crease in average per capita aggregate ex-

penditures for benefits under this title, as 

determined by the Secretary for the 12- 

month period ending in July of the previous 

year.

‘‘(c) STOP-LOSS COVERAGE.—For purposes of 

this part, the term ‘stop-loss coverage’ 

means coverage of covered outpatient drugs 

in a year without any coinsurance after the 

eligible medicare beneficiary has reached the 

initial coverage limit specified in subsection 

(b)(3) for the year. 

‘‘(d) ACCESS TO NEGOTIATED PRICES.—Under

SPICE prescription drug coverage offered 

under a policy or plan, the entity offering 

the policy or plan (or the administering enti-

ty pursuant to subsection (a)(3)(B)) shall pro-

vide beneficiaries with access to negotiated 

prices (including applicable discounts) used 

for payment for covered outpatient drugs, re-

gardless of the fact that no benefits may be 

payable under the coverage with respect to 

such drugs because of the application of the 

annual deductible. 

‘‘(e) COVERED OUTPATIENT DRUGS DE-

FINED.—

‘‘(1) IN GENERAL.—Except as provided in 

this subsection, for purposes of this part, the 

term ‘covered outpatient drug’ means— 

‘‘(A) a drug that may be dispensed only 

upon a prescription and that is described in 

subparagraph (A)(i) or (A)(ii) of section 

1927(k)(2); or 

‘‘(B) a biological product described in 

clauses (i) through (iii) of subparagraph (B) 

of such section or insulin described in sub-

paragraph (C) of such section, 

and such term includes any use of a covered 

outpatient drug for a medically accepted in-

dication (as defined in section 1927(k)(6)). 

‘‘(2) EXCLUSIONS.—

‘‘(A) IN GENERAL.—Such term does not in-

clude drugs or classes of drugs, or their med-

ical uses, which may be excluded from cov-

erage or otherwise restricted under section 

1927(d)(2), other than subparagraph (E) there-

of (relating to smoking cessation agents) and 

except to the extent otherwise specifically 

provided by the SPICE Board with respect to 

a drug in any of such classes. 

‘‘(B) AVOIDANCE OF DUPLICATE COVERAGE.—

A drug prescribed for an individual that 

would otherwise be a covered outpatient 

drug under this part shall not be so consid-

ered if payment for such drug is available 

under part A or B or would be available 

under part B but for the application of a de-

ductible under such part (but shall be so con-

sidered if such payment is not available be-

cause benefits under part A or B have been 

exhausted).

‘‘(3) APPLICATION OF FORMULARY RESTRIC-

TIONS.—A drug prescribed for an individual 

that would otherwise be a covered outpatient 

drug under this part shall not be so consid-

ered under a policy or plan if the policy or 

plan excludes the drug under a formulary 

that meets the requirements of section 

1860I(c)(3) (including providing an appeal 

process).

‘‘(4) APPLICATION OF GENERAL EXCLUSION

PROVISIONS.—An entity may exclude from 

SPICE prescription drug coverage any cov-

ered outpatient drug— 

‘‘(A) for which payment would not be made 

if section 1862(a) applied to part D; or 

‘‘(B) which are not prescribed in accord-

ance with the policy or plan or this part. 

Such exclusions are determinations subject 

to reconsideration and appeal pursuant to 

section 1860I(c)(6). 

‘‘ENROLLMENT UNDER SPICE DRUG BENEFIT

PROGRAM

‘‘SEC. 1860C. (a) ESTABLISHMENT OF PROC-
ESS.—

‘‘(1) ESTABLISHMENT.—

‘‘(A) IN GENERAL.—The SPICE Board, in 

consultation with the Secretary, the Na-

tional Association of Insurance Commis-

sioners, issuers of medicare supplemental 

policies, and Medicare+Choice organizations, 

shall establish a process through which an 

eligible medicare beneficiary (including an 

eligible medicare beneficiary enrolled in a 

Medicare+Choice plan) may enroll under this 

part.

‘‘(B) SIMILAR TO PART B.—

‘‘(i) IN GENERAL.—Except as provided in 

clause (ii), the process established under sub-

paragraph (A) shall be similar to the process 

for enrollment in part B under section 1837. 

‘‘(ii) BENEFICIARY MUST AFFIRMATIVELY EN-

ROLL.—Notwithstanding section 1837(f), such 

process shall require that an eligible medi-

care beneficiary affirmatively enroll under 

this part rather than deeming the bene-

ficiary to be so enrolled if certain require-

ments are met. 

‘‘(2) REQUIREMENT OF ENROLLMENT.—An eli-

gible medicare beneficiary must enroll under 

this part in order to be eligible to receive 

SPICE prescription drug coverage, including 

financial assistance for basic and stop-loss 

coverage under section 1860K. 

‘‘(3) WAIVER OF BASIC COVERAGE FOR

MEDIGAP ENROLLEES.—

‘‘(A) IN GENERAL.—The process established 

under paragraph (1) shall permit a bene-

ficiary enrolled under this part and enrolled 

under a medicare supplemental policy to— 

‘‘(i) waive the basic coverage available 

under this part; and 

‘‘(ii) rescind such waiver in order to obtain 

such coverage. 

‘‘(B) RULES.—If a beneficiary waives basic 

coverage pursuant to subparagraph (A)(i), 

the following rules shall apply: 

‘‘(i) Such waiver shall not effect the stop- 

loss coverage that the beneficiary receives 

under the medicare supplemental policy, in-

cluding the entitlement to financial assist-

ance under section 1860K(c) for such cov-

erage.

‘‘(ii) The beneficiary shall not be liable for 

the basic monthly premium under section 

1860H(a).

‘‘(iii) The beneficiary shall not receive 

basic coverage but shall be entitled to nego-

tiated prices for covered outpatient drugs as 

if the beneficiary had not waived such cov-

erage.

‘‘(iv) If the beneficiary subsequently re-

scinds such waiver pursuant to subparagraph 

(A)(ii), the beneficiary shall be subject to the 

late enrollment penalty under subsection (b). 
‘‘(b) LATE ENROLLMENT PENALTY.—

‘‘(1) IN GENERAL.—Subject to the suc-

ceeding provisions of this subsection, in the 

case of an eligible medicare beneficiary 

whose coverage period under this part began 

pursuant to an enrollment after the bene-

ficiary’s initial enrollment period under part 

B (determined pursuant to section 1837(d)) 

and not pursuant to the open enrollment pe-

riod described in subsection (c), the SPICE 

Board shall establish procedures for increas-

ing the amount of the basic monthly pre-

mium under section 1860H(a) applicable to 

such beneficiary— 

‘‘(A) by an amount that is equal to 25 per-

cent of such premium for each full 12-month 

period (in the same continuous period of eli-

gibility) in which the eligible medicare bene-

ficiary could have been enrolled under this 

part but was not so enrolled; or 
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‘‘(B) if determined appropriate by the 

SPICE Board, by an amount that the SPICE 

Board determines is actuarily sound for each 

such period. 

‘‘(2) PERIODS TAKEN INTO ACCOUNT.—For

purposes of calculating any 12-month period 

under paragraph (1), there shall be taken 

into account— 

‘‘(A) the months which elapsed between the 

close of the eligible medicare beneficiary’s 

initial enrollment period and the close of the 

enrollment period in which the beneficiary 

enrolled;

‘‘(B) in the case of an eligible medicare 

beneficiary who reenrolls under this part, 

the months which elapsed between the date 

of termination of a previous coverage period 

and the close of the enrollment period in 

which the beneficiary reenrolled; and 

‘‘(C) in the case of an eligible medicare 

beneficiary who is enrolled under this part 

but has waived basic coverage pursuant to 

subsection (a)(3), the months which elapsed 

between the effective date of such waiver and 

the effective date of the rescission of such 

waiver.

‘‘(3) PERIODS NOT TAKEN INTO ACCOUNT.—

‘‘(A) IN GENERAL.—For purposes of calcu-

lating any 12-month period under paragraph 

(1), subject to subparagraph (B), there shall 

not be taken into account months for which 

the eligible medicare beneficiary can dem-

onstrate that the beneficiary— 

‘‘(i) met such exceptional conditions (in-

cluding conditions recognized under section 

1851(e)(4)(D)) as the SPICE Board may pro-

vide; or 

‘‘(ii) had creditable prescription drug cov-

erage (as defined in paragraph (4)). 

‘‘(B) APPLICATION.—The exception de-

scribed in subparagraph (A)(ii) shall only 

apply with respect to a coverage period the 

enrollment for which occurs before the end 

of the 63-day period that begins on the first 

day of the month which includes the date on 

which the policy or plan involved termi-

nates, ceases to provide, or substantially re-

duces the value of the prescription drug cov-

erage under such policy or plan. 

‘‘(4) PRESCRIPTION DRUG COVERAGE.—For

purposes of this part, the term ‘creditable 

prescription drug coverage’ means any of the 

following:

‘‘(A) MEDICAID PRESCRIPTION DRUG COV-

ERAGE.—Prescription drug coverage under a 

medicaid plan under title XIX, including 

through the Program of All-inclusive Care 

for the Elderly (PACE) under section 1934, 

through a social health maintenance organi-

zation (referred to in section 4104(c) of the 

Balanced Budget Act of 1997), or through a 

Medicare+Choice project that demonstrates 

the application of capitation payment rates 

for frail elderly medicare beneficiaries 

through the use of a interdisciplinary team 

and through the provision of primary care 

services to such beneficiaries by means of 

such a team at the nursing facility involved. 

‘‘(B) PRESCRIPTION DRUG COVERAGE UNDER

GROUP HEALTH PLAN.—Any outpatient pre-

scription drug coverage under a group health 

plan, including a health benefits plan under 

the Federal Employees Health Benefit Plan 

under chapter 89 of title 5, United States 

Code, and a qualified retiree prescription 

drug plan as defined in section 1860L(e)(3). 

‘‘(C) PRESCRIPTION DRUG COVERAGE UNDER

CERTAIN MEDIGAP POLICIES.—Coverage under 

a medicare supplemental policy under sec-

tion 1882 that provides benefits for prescrip-

tion drugs but only if the policy was in effect 

on December 31, 2002, and only until the date 

such coverage is terminated. 

‘‘(D) STATE PHARMACEUTICAL ASSISTANCE

PROGRAM.—Coverage of prescription drugs 

under a State pharmaceutical assistance pro-

gram.

‘‘(E) VETERANS’ COVERAGE OF PRESCRIPTION

DRUGS.—Coverage of prescription drugs for 

veterans under chapter 17 of title 38, United 

States Code. 

‘‘(5) PERIODS TREATED SEPARATELY.—Any

increase in an eligible medicare beneficiary’s 

basic monthly premium under paragraph (1) 

with respect to a particular continuous pe-

riod of eligibility shall not be applicable 

with respect to any other continuous period 

of eligibility which the beneficiary may 

have.

‘‘(6) CONTINUOUS PERIOD OF ELIGIBILITY.—

‘‘(A) IN GENERAL.—Subject to subparagraph 

(B), for purposes of this subsection, an eligi-

ble medicare beneficiary’s ‘continuous period 

of eligibility’ is the period that begins with 

the first day on which the beneficiary is eli-

gible to enroll under section 1836 and this 

part and ends with the beneficiary’s death. 

‘‘(B) SEPARATE PERIOD.—Any period during 

all of which an eligible medicare beneficiary 

satisfied paragraph (1) of section 1836 and 

which terminated during or before the 

month preceding the month in which the 

beneficiary attained age 65 shall be a sepa-

rate ‘continuous period of eligibility’ with 

respect to the beneficiary (and each such pe-

riod which terminates shall be deemed not to 

have existed for purposes of subsequently ap-

plying this subparagraph). 
‘‘(c) OPEN ENROLLMENT PERIOD FOR CUR-

RENT BENEFICIARIES IN WHICH LATE ENROLL-
MENT PROCEDURES DO NOT APPLY.—The
SPICE Board shall establish an applicable 
period, which shall begin on the date on 
which the SPICE Board first begins to accept 
enrollments under this part, during which 
any eligible medicare beneficiary may enroll 
under this part without the application of 
the late enrollment procedures established 
under subsection (b)(1). 

‘‘(d) PERIOD OF COVERAGE.—

‘‘(1) IN GENERAL.—Except as provided in 

paragraph (2), an eligible medicare bene-

ficiary’s coverage under the program under 

this part shall be effective for the period pro-

vided in section 1838, as if that section ap-

plied to the program under this part. 

‘‘(2) OPEN ENROLLMENT.—An eligible medi-

care beneficiary who enrolls under the pro-

gram under this part pursuant to subsection 

(c) shall be entitled to the benefits under 

this part beginning on the first day of the 

month following the month in which such 

enrollment occurs. 

‘‘(3) RESCISSION OF WAIVER.—The SPICE 

Board shall establish procedures regarding 

coverage periods for an eligible medicare 

beneficiary enrolled under this part who pre-

viously waived basic coverage under sub-

section (a)(3) and now wishes to rescind such 

waiver.

‘‘(4) LIMITATION.—Coverage under this part 

shall not begin prior to January 1, 2003. 
‘‘(e) TERMINATION.—

‘‘(1) IN GENERAL.—The causes of termi-

nation specified in section 1838 shall apply to 

this part in the same manner as they apply 

to part B. 

‘‘(2) COVERAGE TERMINATED BY TERMINATION

OF COVERAGE UNDER PARTS A AND B.—

‘‘(A) IN GENERAL.—In addition to the 

causes of termination described in paragraph 

(1), the SPICE Board shall terminate an indi-

vidual’s coverage under this part if the indi-

vidual is no longer enrolled in either part A 

or B. 

‘‘(B) EFFECTIVE DATE.—The termination de-

scribed in subparagraph (A) shall be effective 

on the effective date of termination of cov-

erage under part A or (if earlier) under part 

B.

‘‘(3) PROCEDURES REGARDING TERMINATION

OF A BENEFICIARY UNDER A PLAN OR POLICY.—

The SPICE Board shall establish procedures 

for determining the status of an eligible 

medicare beneficiary’s enrollment under this 

part if the beneficiary’s enrollment in a 

medicare supplemental policy, a 

Medicare+Choice plan, a Medicare Drug Plan 

for Noncompetitive Areas, or a basic cov-

erage plan under section 1860F is terminated 

by the entity offering such policy or plan for 

cause (under the applicable requirements es-

tablished under this title). 

‘‘ENROLLMENT IN A POLICY OR PLAN

‘‘SEC. 1860D. (a) ENROLLMENT IN MEDICARE

DRUG PLAN FOR NONCOMPETITIVE AREAS.—

The SPICE Board shall establish a process 

through which an eligible medicare bene-

ficiary who is enrolled under this part (but 

not enrolled in a medicare supplemental pol-

icy, a Medicare+Choice plan, or a basic cov-

erage plan under section 1860F) and resides 

in an area in which a Medicare Drug Plan for 

Noncompetitive Areas is available may en-

roll in such plan. Such process shall include 

rules for enrollment, disenrollment, and ter-

mination of enrollment in such plan. 

‘‘(b) ENROLLMENT IN A MEDICARE SUPPLE-

MENTAL POLICY OR A MEDICARE+CHOICE

PLAN.—Enrollment in a medicare supple-

mental policy or a Medicare+Choice plan is 

subject to the rules for enrollment in such 

policy or plan under sections 1882 and 1851, 

respectively.

‘‘(c) ENROLLMENT IN A BASIC COVERAGE

PLAN OFFERED BY A PRIVATE ENTITY WITH A

CONTRACT UNDER THIS PART.—The SPICE 

Board shall establish a process through 

which an eligible medicare beneficiary who 

is enrolled under this part (but not enrolled 

in a medicare supplemental policy, a 

Medicare+Choice plan, or a Medicare Drug 

Plan for Noncompetitive Areas) may enroll 

in a basic coverage plan offered by a private 

entity with a contract under section 1860F to 

offer such plan. Such process shall include 

rules for enrollment, disenrollment, and ter-

mination of enrollment in such plan. 

‘‘(d) COORDINATION OF ENROLLMENTS,

DISENROLLMENTS, AND TERMINATIONS OF EN-

ROLLMENTS.—The SPICE Board shall estab-

lish procedures for coordinating enrollments, 

disenrollments and terminations of enroll-

ments under plans described in subsections 

(a) and (c) with enrollments, disenrollments 

and terminations of enrollments under part 

C.

‘‘MEDICARE DRUG PLAN FOR NONCOMPETITIVE

AREAS

‘‘SEC. 1860E. (a) IN GENERAL.—The SPICE 

Board shall provide for a Medicare Drug Plan 

for Noncompetitive Areas that— 

‘‘(1) provides enrollees with SPICE pre-

scription drug coverage; and 

‘‘(2) is available to eligible medicare bene-

ficiaries residing in an area that has been 

designated by the SPICE Board as a noncom-

petition area. 

‘‘(b) DESIGNATION OF NONCOMPETITION

AREA.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

establish procedures for designating areas as 

noncompetition areas. 

‘‘(2) NONCOMPETITION AREA DEFINED.—

‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the term ‘noncompetition area’ means 

an area in which only 1 or no medicare sup-

plemental policy is available to eligible 

medicare beneficiaries residing in the area. 

‘‘(B) CONSTRUCTION REGARDING MULTIPLE

POLICIES OFFERED BY SINGLE ISSUER.—If there 

is an entity that offers more that 1 type of 

medicare supplemental policy in an area, 
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then that area is not a noncompetition area 

for purposes of this section. 
‘‘(c) CONTRACTS.—In order to provide the 

Medicare Drug Plan for Noncompetitive 
Areas under this section, the SPICE Board 
shall do 1 of the following: 

‘‘(1) SINGLE CONTRACT THAT COVERS ALL

NONCOMPETITION AREAS.—Enter into a con-

tract with 1 entity to administer and deliver 

the benefits under the plan in every des-

ignated noncompetition area. 

‘‘(2) MULTIPLE CONTRACTS.—Enter into a 

contract with 1 entity to administer and de-

liver the benefits under the plan in 1 or more 

(but less than all) of the designated noncom-

petition areas. 
‘‘(d) BIDDING PROCESS.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

establish procedures under which the SPICE 

Board accepts bids submitted by entities and 

awards a contract (or contracts pursuant to 

subsection (c)(2)) to an entity in order to ad-

minister and deliver the benefits under the 

Medicare Drug Plan for Noncompetitive 

Areas to eligible medicare beneficiaries. 

‘‘(2) COMPETITIVE PROCEDURES.—Competi-

tive procedures (as defined in section 4(5) of 

the Office of Federal Procurement Policy 

Act (41 U.S.C. 403(5))) shall be used to enter 

into contracts under this section. 
‘‘(e) REQUIREMENTS FOR ENTITIES.—

‘‘(1) IN GENERAL.—The SPICE Board may 

not award a contract to an entity under this 

section unless the entity meets such terms 

and conditions as the SPICE Board shall 

specify, including the following: 

‘‘(A) The terms and conditions described in 

section 1860I(c). 

‘‘(B) The entity meets the quality and fi-

nancial standards specified by the SPICE 

Board.

‘‘(C) The entity meets applicable State li-

censure requirements. 

‘‘(2) PREMIUMS.—The terms and conditions 

specified under paragraph (1) shall— 

‘‘(A) permit an entity with a contract 

under this section to require that bene-

ficiaries enrolled in the plan covered by the 

contract pay a premium for benefits pro-

vided under the contract; and 

‘‘(B) except as provided in section 

1860H(b)(3) (relating to an increased premium 

for delayed enrollment under this part), re-

quire that the amount of any such premium 

is the same for all beneficiaries enrolled in 

the plan. 

‘‘SELECTION OF PRIVATE ENTITIES TO PROVIDE

BASIC COVERAGE PLANS

‘‘SEC. 1860F. (a) SELECTION OF ENTITIES.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

establish procedures under which the SPICE 

Board—

‘‘(A) accepts bids submitted by private en-

tities for the basic coverage plans which 

such entities intend to offer in an area estab-

lished under subsection (b); and 

‘‘(B) awards contracts to such entities to 

provide such plans to eligible medicare bene-

ficiaries in the area. 

‘‘(2) COMPETITIVE PROCEDURES.—Competi-

tive procedures (as defined in section 4(5) of 

the Office of Federal Procurement Policy 

Act (41 U.S.C. 403(5))) shall be used to enter 

into contracts under this section. 
‘‘(b) AREAS FOR CONTRACTS.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

determine the areas to award contracts 

under this section. 

‘‘(2) NO ADMINISTRATIVE OR JUDICIAL RE-

VIEW.—The determination of contract areas 

under paragraph (1) shall not be subject to 

administrative or judicial review. 

‘‘(3) MULTIPLE CONTRACTS.—If determined 

appropriate, the SPICE Board may award 

more than 1 contract in a contract area. 

‘‘(c) REQUIREMENTS FOR ENTITIES.—

‘‘(1) IN GENERAL.—The SPICE Board may 

not award a contract to a private entity 

under this section unless the entity meets 

such terms and conditions as the SPICE 

Board shall specify, including the following: 

‘‘(A) The terms and conditions described in 

section 1860I(c). 

‘‘(B) The entity meets the quality and fi-

nancial standards specified by the SPICE 

Board.

‘‘(C) The entity meets applicable State li-

censure requirements. 

‘‘(D) Under the plan, the entity will pro-

vide basic coverage with access to negotiated 

prices.
‘‘(d) PRIVATE ENTITY DEFINED.—For pur-

poses of this part, the term ‘private entity’ 
means any private entity that the SPICE 

Board determines to be appropriate to pro-

vide basic coverage plans to eligible medi-

care beneficiaries under this part, includ-

ing—

‘‘(1) a pharmacy benefit management com-

pany;

‘‘(2) a retail pharmacy delivery system; 

‘‘(3) a health plan or insurer; 

‘‘(4) any other private entity approved by 

the SPICE Board; or 

‘‘(5) any combination of the entities de-

scribed in paragraphs (1) through (4) ap-

proved by the SPICE Board. 

‘‘PROVIDING INFORMATION TO BENEFICIARIES

‘‘SEC. 1860G. (a) ACTIVITIES.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

provide for activities that are designed to 

broadly disseminate information to eligible 

medicare beneficiaries (and prospective eligi-

ble medicare beneficiaries) on the SPICE 

drug benefit program under this part. 

‘‘(2) LATE ENROLLMENT PENALTIES TO BE

WELL PUBLICIZED.—The SPICE Board shall 

ensure that information on the sanctions for 

delayed enrollment under section 1860C(b) 

and on the possibility of increased premiums 

for stop-loss coverage under section 

1860H(b)(3) are well publicized. 

‘‘(3) SPECIAL RULE FOR INITIAL ENROLLMENT

UNDER THE PROGRAM.—

‘‘(A) CONSULTATION.—The SPICE Board 

shall consult with the Secretary, issuers of 

medicare supplemental policies, State insur-

ance commissioners, Medicare+Choice orga-

nizations, and interested consumer organiza-

tions in developing the activities described 

in paragraph (1) that will be used to provide 

information regarding the initial enrollment 

under this part during the period described 

in section 1860C(c). 

‘‘(B) TIMEFRAME.—The activities described 

in paragraph (1) shall ensure that eligible 

medicare beneficiaries (and prospective eligi-

ble medicare beneficiaries) are provided with 

such information not later that December 1, 

2002, in order to ensure that coverage under 

this part may be effective as of January 1, 

2003.

‘‘(4) COORDINATION WITH ACTIVITIES PER-

FORMED BY THE SECRETARY.—The SPICE 

Board shall work with the Secretary to en-

sure that the activities provided under this 

subsection are coordinated with the activi-

ties performed by the Secretary that provide 

information with respect to benefits under 

this title to eligible medicare beneficiaries 

and prospective eligible medicare bene-

ficiaries.
‘‘(b) REQUIREMENTS.—

‘‘(1) IN GENERAL.—The activities described 

in subsection (a) shall— 

‘‘(A) be similar to the activities performed 

under section 1851 (including the approval of 

policy marketing materials and maintaining 

a toll-free number and an Internet site); and 

‘‘(B) include provisions to ensure that con-

sumer counselors are available to provide 

face-to-face counseling to eligible medicare 

beneficiaries (and prospective eligible medi-

care beneficiaries) on the SPICE drug benefit 

program under this part. 

‘‘(2) CONTRACTS TO PROVIDE CONSUMER COUN-

SELING.—The SPICE Board may contract 

with private entities to provide the con-

sumer counseling described in paragraph 

(1)(B).

‘‘(c) COORDINATION WITH OTHER INFORMA-

TION.—The SPICE Board shall, in coopera-

tion with the Secretary, enter into such ar-

rangements as may be appropriate to dis-

seminate the information referred to in sub-

section (a) in coordination with materials 

distributed by the Secretary to medicare 

beneficiaries, including the medicare hand-

book under section 1804 and materials dis-

tributed under section 1851(d). 

‘‘PREMIUMS

‘‘SEC. 1860H. (a) PREMIUM FOR BASIC COV-

ERAGE FOR ALL BENEFICIARIES.—

‘‘(1) ANNUAL ESTABLISHMENT OF BASIC

MONTHLY PREMIUM RATES.—The SPICE Board 

shall, during September of each year (begin-

ning in 2002), determine and promulgate a 

basic monthly premium rate for the suc-

ceeding year in accordance with the provi-

sions of this subsection. 

‘‘(2) ACTUARIAL DETERMINATIONS.—

‘‘(A) DETERMINATION OF ANNUAL BENEFIT

AND ADMINISTRATIVE COSTS FOR BASIC COV-

ERAGE.—The SPICE Board shall estimate an-

nually for the succeeding year the amount 

equal to the total of the benefits (including 

financial assistance provided under sub-

sections (b) and (c) of section 1860K and pay-

ments made to sponsors under section 1860L) 

and administrative costs that will be payable 

from the SPICE Prescription Drug Account 

within the Federal Supplementary Medical 

Insurance Trust Fund for providing benefits 

under this part in such calendar year. 

‘‘(B) DETERMINATION OF BASIC MONTHLY

PREMIUM RATES.—

‘‘(i) IN GENERAL.—The SPICE Board shall 

determine the basic monthly premium rate 

for such succeeding year, which shall be 1⁄12

of the amount determined under subpara-

graph (A), divided by the average total num-

ber of enrollees under this part who have not 

waived basic coverage under section 

1860C(a)(3) (as estimated for the year), and 

rounded (if such rate is not a multiple of 10 

cents) to the nearest multiple of 10 cents. 

‘‘(ii) PREMIUM REDUCED BY AMOUNT OF FI-

NANCIAL ASSISTANCE.—The amount that shall 

be charged a beneficiary for basic coverage 

under this part is the basic monthly pre-

mium determined under clause (i), reduced 

by the amount of the financial assistance for 

basic coverage determined for the bene-

ficiary under section 1860K(b). 

‘‘(3) PUBLICATION OF ASSUMPTIONS.—The

SPICE Board shall publish, together with the 

promulgation of the basic monthly premium 

rates for the succeeding year, a statement 

setting forth the actuarial assumptions and 

bases employed in arriving at the amounts 

and rates determined under paragraphs (1) 

and (2). 

‘‘(4) COLLECTION OF PREMIUMS.—Any basic 

monthly premium applicable to an eligible 

medicare beneficiary pursuant to this sub-

section, after application of the reduction 

described in paragraph (2)(B)(ii) and any in-

crease for late enrollment under section 

1860C(b), shall be collected and credited to 

the SPICE Prescription Drug Account in the 

same manner as the monthly premium deter-

mined under section 1839 is collected and 
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credited to the Federal Supplementary Med-

ical Insurance Trust Fund under section 1840. 
‘‘(b) PREMIUMS FOR STOP-LOSS COVERAGE.—

‘‘(1) BENEFICIARY RESPONSIBLE FOR MAKING

PAYMENT DIRECTLY TO ENTITY.—Subject to 

paragraph (2), any eligible medicare bene-

ficiary who is receiving stop-loss coverage, 

either through enrollment in a medicare sup-

plemental policy, a Medicare+Choice plan, or 

a Medicare Drug Plan for Noncompetitive 

Areas, shall be responsible for making pay-

ments for any premiums required under the 

policy or plan for such coverage directly to 

the entity offering such policy or plan. 

‘‘(2) PREMIUM REDUCED BY AMOUNT OF FI-

NANCIAL ASSISTANCE.—The entity offering 

such policy or plan shall reduce the premium 

described in paragraph (1) by the amount of 

the financial assistance for stop-loss cov-

erage determined for the beneficiary under 

section 1860K(c). 

‘‘(3) INCREASE IN PREMIUM FOR LATE EN-

ROLLMENT OR FOR LACK OF CONTINUOUS STOP-

LOSS COVERAGE.—In the case of an eligible 

medicare beneficiary who is subject to a late 

enrollment penalty under section 1860C or 

who has not had continuous stop-loss cov-

erage under this part because the beneficiary 

was enrolled in a basic coverage plan under 

section 1860F, the entity offering the medi-

care supplemental policy, the 

Medicare+Choice plan, or the Medicare Drug 

Plan for Noncompetitive Areas in which the 

beneficiary is enrolled may, notwithstanding 

any provision in this title, increase the por-

tion of the premium attributable to stop-loss 

coverage that is otherwise applicable to such 

beneficiary for such enrollment in a manner 

that reflects the additional actuarial risk in-

volved. Such a risk shall be established 

through an appropriate actuarial opinion of 

the type described in subparagraphs (A) 

through (C) of section 2103(c)(4). 

‘‘APPROVAL FOR ENTITIES OFFERING SPICE

PRESCRIPTION DRUG COVERAGE

‘‘SEC. 1860I. (a) APPROVAL.—No payments 

may be made to an entity offering a policy 

or plan that provides SPICE prescription 

drug coverage under section 1860J unless the 

entity has been approved by the SPICE 

Board.
‘‘(b) PROCEDURES.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

establish procedures for approving entities 

that offer policies and plans that provide 

SPICE prescription drug coverage under this 

part, including an entity with a contract 

under section 1860F. 

‘‘(2) COORDINATION.—The procedures estab-

lished under subparagraph (A) shall be co-

ordinated with— 

‘‘(A) in the case of the approval of medi-

care supplemental policies, the procedures 

for approval of such policies under State law; 

and

‘‘(B) in the case of the approval of 

Medicare+Choice plans, the procedures es-

tablished by the Secretary for approval of 

such plans under part C. 
‘‘(c) TERMS AND CONDITIONS.—The SPICE 

Board may not approve an entity under sub-

section (b) unless the entity, with respect to 

such policy or plan, meets such terms and 

conditions as the SPICE Board shall specify, 

including the following: 

‘‘(1) DISSEMINATION OF INFORMATION.—

‘‘(A) GENERAL INFORMATION.—The entity 

shall disclose, in a clear, accurate, and 

standardized form to each enrollee under the 

policy or plan at the time of enrollment and 

at least annually thereafter, the information 

described in section 1852(c)(1) relating to 

such policy or plan. Such information shall 

include the following: 

‘‘(i) Access to covered outpatient drugs, in-

cluding access through pharmacy networks. 

‘‘(ii) How any formulary used by the entity 

functions.

‘‘(iii) Coinsurance and deductible require-

ments.

‘‘(iv) Grievance and appeals procedures. 

‘‘(B) DISCLOSURE UPON REQUEST OF GENERAL

COVERAGE, UTILIZATION, AND GRIEVANCE IN-

FORMATION.—Upon request of an individual 

eligible to enroll under the policy or plan, 

the entity shall provide the information de-

scribed in section 1852(c)(2) (other than sub-

paragraph (D)) to such individual. 

‘‘(C) RESPONSE TO BENEFICIARY QUES-

TIONS.—The entity shall have a mechanism 

for providing specific information regarding 

the policy or plan to enrollees upon request 

and shall make available, through the Inter-

net website described in paragraph (7) and in 

writing upon request, information on specific 

changes in its formulary. 

‘‘(D) CLAIMS INFORMATION.—The entity 

shall furnish to each enrollee under the plan 

or policy in a form easily understandable to 

such enrollees an explanation of benefits (in 

accordance with section 1806(a) or in a com-

parable manner) and a notice regarding how 

close the enrollee is to getting stop-loss cov-

erage for the year, whenever prescription 

drug benefits are provided under this part 

(except that such notice need not be provided 

more often than monthly). 

‘‘(2) ACCESS TO COVERED BENEFITS.—

‘‘(A) ASSURING PHARMACY ACCESS.—The en-

tity shall secure the participation of suffi-

cient numbers of pharmacies to ensure con-

venient access (including adequate emer-

gency access) for enrollees under the policy 

or plan. Nothing in the preceding sentence 

shall be construed as requiring the participa-

tion of all pharmacies in any area under a 

policy or plan. 

‘‘(B) ACCESS TO NEGOTIATED PRICES FOR

PRESCRIPTION DRUGS.—The entity shall issue 

a card that may be used by an enrollee under 

the policy or plan to assure access to nego-

tiated prices pursuant to section 1860B(d). 

‘‘(3) FORMULARIES.—If an eligible entity 

uses a formulary under the policy or plan, 

such entity shall— 

‘‘(A) establish the formulary based on the 

medical needs of eligible medicare bene-

ficiaries;

‘‘(B) ensure that the formulary includes 

drugs within all therapeutic categories and 

classes of covered outpatient drugs (although 

not necessarily for all drugs within such cat-

egories and classes); 

‘‘(C) have in place an appeals process— 

‘‘(i) under which any eligible medicare ben-

eficiary could receive any medically nec-

essary covered outpatient drug that is not on 

the formulary; 

‘‘(ii) that does not impose a significant fi-

nancial burden on an eligible medicare bene-

ficiary or delay the provision of medically 

necessary covered outpatient drugs to such a 

beneficiary; and 

‘‘(iii) that provides for at least a level of 

protection that is similar to or better than 

the level of protection provided with respect 

to benefits under Medicare+Choice plans 

under part C; and 

‘‘(D) provide notification to enrollees of 

any change in the formulary at least 60 days 

prior to such change. 

‘‘(4) COST AND UTILIZATION MANAGEMENT;

QUALITY ASSURANCE; MEDICATION THERAPY

MANAGEMENT PROGRAM.—

‘‘(A) IN GENERAL.—The entity shall have in 

place—

‘‘(i) an effective cost and drug utilization 

management program, including appropriate 

incentives to use generic drugs when appro-

priate;

‘‘(ii) quality assurance measures and sys-

tems to reduce medical errors and adverse 

drug interactions, including a medication 

therapy management program described in 

subparagraph (B); and 

‘‘(iii) a program to control fraud, abuse, 

and waste. 

‘‘(B) MEDICATION THERAPY MANAGEMENT

PROGRAM.—

‘‘(i) IN GENERAL.—A medication therapy 

management program described in this sub-

paragraph is a program of drug therapy man-

agement and medication administration that 

is designed to assure that covered outpatient 

drugs under the policy or plan are appro-

priately used to achieve therapeutic goals 

and reduce the risk of adverse events, includ-

ing adverse drug interactions. 

‘‘(ii) ELEMENTS.—Such program may in-

clude—

‘‘(I) enhanced beneficiary understanding of 

such appropriate use through beneficiary 

education, counseling, and other appropriate 

means; and 

‘‘(II) increased beneficiary adherence with 

prescription medication regimens through 

medication refill reminders, special pack-

aging, and other appropriate means. 

‘‘(iii) DEVELOPMENT OF PROGRAM IN CO-

OPERATION WITH LICENSED PHARMACISTS.—The

program shall be developed in cooperation 

with licensed pharmacists and physicians. 

‘‘(iv) CONSIDERATIONS IN PHARMACY FEES.—

The entity shall take into account, in estab-

lishing fees for pharmacists and others pro-

viding services under the medication therapy 

management program, the resources and 

time used in implementing the program. 

‘‘(C) TREATMENT OF ACCREDITATION.—Sec-

tion 1852(e)(4) (relating to treatment of ac-

creditation) shall apply to policies and plans 

under this part with respect to the following 

requirements, in the same manner as they 

apply to Medicare+Choice plans under part C 

with respect to the requirements described 

in a clause of section 1852(e)(4)(B): 

‘‘(i) Subparagraph (A) (including quality 

assurance), including medication therapy 

management program under subparagraph 

(B).

‘‘(ii) Paragraph (2)(A) (relating to access to 

covered benefits). 

‘‘(iii) Paragraph (8) (relating to confiden-

tiality and accuracy of enrollee records). 

‘‘(5) GRIEVANCE MECHANISM.—The entity 

shall provide meaningful procedures for 

hearing and resolving grievances between 

the entity (including any entity or indi-

vidual through which the entity provides 

covered benefits) and enrollees of the policy 

or plan under this part in accordance with 

section 1852(f). 

‘‘(6) COVERAGE DETERMINATIONS, RECONSID-

ERATIONS, AND APPEALS.—The entity shall 

meet the requirements of section 1852(g) with 

respect to covered benefits under the policy 

or plan it offers under this part in the same 

manner as such requirements apply to a 

Medicare+Choice organization with respect 

to benefits it offers under a Medicare+Choice 

plan under part C. 

‘‘(7) PROVIDE INFORMATION ON THE INTER-

NET.—The entity shall maintain a web site 

on the Internet that provides eligible medi-

care beneficiaries with information regard-

ing any policy or plan offered by the entity 

that provides SPICE prescription drug cov-

erage.

‘‘(8) CONFIDENTIALITY AND ACCURACY OF EN-

ROLLEE RECORDS.—The entity shall meet the 

requirements of section 1852(h) with respect 

to enrollees under this part in the same man-

ner as such requirements apply to a 
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Medicare+Choice organization with respect 

to enrollees under part C. 
‘‘(d) SPICE BOARD MODELS FOR

FORMULARIES.—

‘‘(1) MODEL.—The SPICE Board may issue 

models for formularies for use in providing 

covered outpatient drugs under this part. 

Such models, and any revised models (pursu-

ant to paragraph (3)) shall meet the require-

ments of subparagraphs (A) and (B) of sub-

section (c)(3). 

‘‘(2) EFFECT OF COMPLIANCE WITH A

MODEL.—If the SPICE Board determines that 

a formulary used by an entity offering a pol-

icy or plan that provides SPICE prescription 

drug coverage is in compliance with a model 

formulary issued under paragraph (1), or the 

revised model (as the case may be), then the 

entity shall be deemed to meet the require-

ments of subparagraphs (A) and (B) of sub-

section (c)(3). 

‘‘(3) REVISIONS OF MODELS.—

‘‘(A) IN GENERAL.—The SPICE Board may 

periodically (but not more frequently than 

annually) revise any model established under 

this subsection. 

‘‘(B) PERIOD TO COMPLY WITH REVISION.—If

the SPICE Board revises a model formulary 

pursuant to subparagraph (A), the SPICE 

Board shall provide for an appropriate period 

of time for entities who were in compliance 

with such model before such revision to com-

ply with the revised model. 
‘‘(e) RULE OF CONSTRUCTION REGARDING

COST-EFFECTIVE PROVISION OF BENEFITS.—

Nothing in this part shall be construed as 

preventing an entity that provides SPICE 

prescription drug coverage under a policy or 

plan from employing mechanisms to provide 

such coverage economically, including the 

use of— 

‘‘(1) formularies (pursuant to subsection 

(c)(3));

‘‘(2) alternative methods of distribution; 

‘‘(3) generic drug substitution; 

‘‘(4) pharmacy networks; and 

‘‘(4) mail order pharmacies. 

‘‘PAYMENTS TO ENTITIES

‘‘SEC. 1860J. (a) PAYMENTS FOR ADMIN-

ISTERING BASIC COVERAGE.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

establish procedures for making payments to 

an entity offering a medicare supplemental 

policy, a Medicare+Choice plan, a Medicare 

Drug Plan for Noncompetitive Areas, or a 

basic coverage plan under section 1860F for— 

‘‘(A) in accordance with the provisions of 

this part, the costs of covered outpatient 

drugs provided under basic coverage to eligi-

ble medicare beneficiaries— 

‘‘(i) enrolled under such policy or plan and 

under this part; and 

‘‘(ii) entitled to such coverage; and 

‘‘(B) pursuant to paragraph (2), admin-

istering the basic coverage on behalf of bene-

ficiaries described in subparagraph (A). 

‘‘(2) ADMINISTRATIVE FEE.—

‘‘(A) PROCEDURES.—The procedures estab-

lished pursuant to paragraph (1) shall pro-

vide for payment to the entity of an adminis-

trative fee for each prescription filled by the 

entity for an eligible medicare beneficiary 

enrolled in the policy or plan offered by such 

entity. Subject to paragraph (3), the entity 

shall not be at risk for providing basic cov-

erage for a beneficiary. 

‘‘(B) AMOUNT.—The fee described in para-

graph (1) shall be— 

‘‘(i) negotiated by the SPICE Board; and 

‘‘(ii) consistent with such fees paid under 

private sector pharmaceutical benefit con-

tracts.

‘‘(C) REDUCTION OF ADMINISTRATIVE

COSTS.—The SPICE Board shall work with 

entities receiving payments under this sec-

tion on ways to control the administrative 

costs associated with providing basic cov-

erage under this part. 

‘‘(3) RISK CORRIDORS TIED TO PERFORMANCE

MEASURES AND OTHER INCENTIVES FOR ENTITY

PROVIDING MEDICARE DRUG PLAN FOR NON-

COMPETITIVE AREAS.—In the case of payments 

to an entity with a contract to provide a 

Medicare Drug Plan for Noncompetitive 

Areas, the procedures established under 

paragraph (1) may include the use of— 

‘‘(A) risk corridors tied to performance 

measures that have been agreed to between 

the entity and the SPICE Board under the 

contract; and 

‘‘(B) any other incentives that the SPICE 

Board determines appropriate. 

‘‘(4) SECONDARY PAYER PROVISIONS.—The

provisions of section 1862(b) shall apply to 

basic coverage provided under this part. 

‘‘(b) PAYMENT OF FINANCIAL ASSISTANCE TO

ENTITIES FOR PROVISION OF STOP-LOSS COV-

ERAGE.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

establish procedures for making financial as-

sistance payments for stop-loss coverage to 

an entity offering a medicare supplemental 

policy, a Medicare+Choice plan, or a Medi-

care Drug Plan for Noncompetitive Areas on 

behalf of an eligible medicare beneficiary en-

rolled in such policy or plan and under this 

part.

‘‘(2) AMOUNT OF FINANCIAL ASSISTANCE PAY-

MENT.—The amount of the financial assist-

ance payments on behalf of an eligible medi-

care beneficiary for stop-loss coverage is 

equal to the amount determined for the ben-

eficiary under section 1860K(c). 

‘‘(3) ENTITY PROVIDING STOP-LOSS COVERAGE

AT RISK.—The entity providing stop-loss cov-

erage, and not the SPICE Board, shall be at 

risk for the provision of such coverage. 

‘‘FINANCIAL ASSISTANCE TO OBTAIN SPICE

PRESCRIPTION DRUG COVERAGE

‘‘SEC. 1860K. (a) IN GENERAL.—The SPICE 

Board shall provide financial assistance, in 

accordance with this section, with respect to 

eligible medicare beneficiaries who have 

SPICE prescription drug coverage through 

enrollment in a medicare supplemental pol-

icy, a Medicare+Choice plan, a Medicare 

Drug Plan for Noncompetitive Areas, or a 

basic coverage plan under section 1860F. 

‘‘(b) ASSISTANCE FOR BASIC COVERAGE.—

‘‘(1) IN GENERAL.—The amount of financial 

assistance with respect to an eligible medi-

care beneficiary for basic coverage is equal 

to the following percentage of the basic 

monthly premium determined under sub-

section (a) of section 1860H (without regard 

to any increase for late enrollment under 

subsection (b) of such section): 

‘‘(A) 100 PERCENT IF INCOME BELOW 150 PER-

CENT OF POVERTY.—In the case of an eligible 

medicare beneficiary who applies for en-

hanced financial assistance under subsection 

(d) and whose income (as determined under 

such subsection) does not exceed 150 percent 

of the poverty line, the percentage is 100 per-

cent.

‘‘(B) OTHER PERCENT IF INCOME BETWEEN 150

AND 175 PERCENT OF POVERTY.—In the case of 

an eligible medicare beneficiary who applies 

for enhanced financial assistance under sub-

section (d) and whose income (as determined 

under such subsection) is greater than 150 

percent, but does not exceed 175 percent, of 

the poverty line, the SPICE Board shall 

specify the percentage consistent with the 

following rules: 

‘‘(i) RANGE.—The percentage may not ex-

ceed 100 percent nor be less than 25 percent. 

‘‘(ii) SLIDING SCALE.—The percentage may 

not be higher for eligible medicare bene-

ficiaries whose income is higher. 

‘‘(C) 25 PERCENT FOR OTHER BENE-

FICIARIES.—In the case of any other eligible 

medicare beneficiary, the percentage is 25 

percent.

‘‘(2) FORM OF ASSISTANCE.—Financial as-

sistance under this subsection shall be pro-

vided in the form of a reduction of the basic 

monthly premium pursuant to section 

1860H(a)(2)(B)(ii).
‘‘(c) ASSISTANCE FOR STOP-LOSS COV-

ERAGE.—

‘‘(1) AMOUNT.—

‘‘(A) IN GENERAL.—The amount of financial 

assistance for stop-loss coverage with re-

spect to an eligible medicare beneficiary en-

rolled under this part and in a medicare sup-

plemental policy, a Medicare+Choice plan, or 

a Medicare Drug Plan for Noncompetitive 

Areas for stop-loss coverage is equal to the 

following percentage of the national average 

medigap stop-loss monthly premium for the 

region in which the beneficiary resides (as 

determined under paragraph (2)): 

‘‘(i) 100 PERCENT IF INCOME BELOW 150 PER-

CENT OF POVERTY.—In the case of an eligible 

medicare beneficiary described in subsection 

(b)(1)(A), the percentage is 100 percent. 

‘‘(ii) OTHER PERCENT IF INCOME BETWEEN 150

AND 175 PERCENT OF POVERTY.—In the case of 

an eligible medicare beneficiary described in 

subsection (b)(1)(B), the SPICE Board shall 

specify the percentage consistent with the 

rules described in clauses (i) and (ii) of such 

subsection.

‘‘(iii) 25 PERCENT FOR OTHER BENE-

FICIARIES.—In the case of any other eligible 

medicare beneficiary, the percentage is 25 

percent.

‘‘(B) FORM OF ASSISTANCE.—Financial as-

sistance under this subsection for bene-

ficiaries shall be provided in the form of a 

payment to the entity offering the policy or 

plan in which the beneficiary is receiving 

stop-loss coverage pursuant to section 

1860J(b).

‘‘(2) ESTABLISHMENT OF NATIONAL AVERAGE

MEDIGAP STOP-LOSS MONTHLY PREMIUM.—

‘‘(A) IN GENERAL.—The SPICE Board shall, 

during September of each year (beginning in 

2002), estimate a national average medigap 

stop-loss monthly premium for each region 

(as determined by the Board) of the total ge-

ographic area served by the programs under 

this part that will be applicable for the suc-

ceeding year. 

‘‘(B) DEFINITION OF NATIONAL AVERAGE

MEDIGAP STOP-LOSS MONTHLY PREMIUM.—For

purposes of subparagraph (A), the term ‘na-

tional average medigap stop-loss monthly 

premium’ means, with respect to a region, 

the average of the portion of the monthly 

premiums charged by medicare supplemental 

policies in that region for providing stop-loss 

coverage to beneficiaries enrolled under this 

part.

‘‘(3) LIMITATIONS.—

‘‘(A) FINANCIAL ASSISTANCE MAY NOT EX-

CEED PREMIUM.—In the case of financial as-

sistance provided under this subsection with 

respect to stop-loss coverage provided under 

a policy or plan, the amount of the financial 

assistance may not exceed the amount of the 

portion of the premium charged for enroll-

ment in the policy or plan that is related to 

the provision of stop-loss coverage. 

‘‘(B) ENTITY MUST REDUCE PREMIUM.—No fi-

nancial assistance shall be made available 

with respect to stop-loss coverage provided 

by an entity to an eligible medicare bene-

ficiary unless the entity provides assurances 

satisfactory to the SPICE Board that the en-

tity shall reduce the amount otherwise 
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charged the beneficiary for such coverage by 

an amount equal to the amount of such as-

sistance.
‘‘(d) APPLICATION FOR ENHANCED FINANCIAL

ASSISTANCE.—

‘‘(1) IN GENERAL.—The SPICE Board shall 

establish procedures under which a bene-

ficiary who desires enhanced financial assist-

ance under this section may voluntarily 

apply for an income determination. 

‘‘(2) REQUIREMENTS REGARDING INFORMA-

TION.—

‘‘(A) INFORMATION FROM BENEFICIARY.—The

procedures established under paragraph (1) 

shall require the beneficiary to submit with 

the application for enhanced financial assist-

ance such information that the SPICE Board 

determines necessary to make the income 

determination with respect to such bene-

ficiary.

‘‘(B) INFORMATION FROM OTHER GOVERNMENT

AGENCIES.—Under the procedures established 

under paragraph (1), if an individual volun-

tarily applies for enhanced financial assist-

ance under this section, the individual is 

deemed to have consented to the SPICE 

Board seeking and using income-related in-

formation from other Government agencies 

in order to make the income determination 

with respect to such beneficiary. 

‘‘(C) RESTRICTION ON USE OF INFORMATION.—

Information obtained under subparagraph 

(A) or (B) may be used by officers and em-

ployees of the SPICE Board only for the pur-

poses of, and to the extent necessary in, car-

rying out their responsibilities under this 

part.

‘‘(3) PERIODIC REDETERMINATIONS.—Such in-

come determinations shall be valid for a pe-

riod (of not less than 1 year) specified by the 

SPICE Board. 
‘‘(e) INCOME DETERMINATIONS.—The SPICE 

Board shall establish procedures for making 

income determinations under this section. 
‘‘(f) POVERTY LINE.—In this section, the 

term ‘poverty line’ means the income official 

poverty line (as defined by the Office of Man-

agement and Budget, and revised annually in 

accordance with section 673(2) of the Omni-

bus Budget Reconciliation Act of 1981) appli-

cable to a family of the size involved. 

‘‘EMPLOYER INCENTIVE PROGRAM FOR

EMPLOYMENT-BASED RETIREE DRUG COVERAGE

‘‘SEC. 1860L. (a) PROGRAM AUTHORITY.—The

SPICE Board shall develop and implement a 

program under this section to be known as 

the ‘Employer Incentive Program’ that en-

courages employers and other sponsors of 

employment-based health care coverage to 

provide adequate prescription drug benefits 

to retired individuals by subsidizing, in part, 

the sponsor’s cost of providing coverage 

under qualifying plans. 
‘‘(b) SPONSOR REQUIREMENTS.—In order to 

be eligible to receive an incentive payment 

under this section with respect to coverage 

of an individual under a qualified retiree pre-

scription drug plan (as defined in subsection 

(e)(3)), a sponsor shall meet the following re-

quirements:

‘‘(1) ASSURANCES.—The sponsor shall— 

‘‘(A) annually attest, and provide such as-

surances as the SPICE Board may require, 

that the coverage offered by the sponsor is a 

qualified retiree prescription drug plan, and 

will remain such a plan for the duration of 

the sponsor’s participation in the program 

under this section; and 

‘‘(B) guarantee that it will give notice to 

the SPICE Board and covered retirees— 

‘‘(i) at least 120 days before terminating its 

plan; and 

‘‘(ii) immediately upon determining that 

the actuarial value of the prescription drug 

benefit under the plan falls below the actu-

arial value of the basic coverage under the 

SPICE prescription drug coverage under this 

part.

‘‘(2) BENEFICIARY INFORMATION.—The spon-

sor shall report to the SPICE Board, for each 

calendar quarter for which it seeks an incen-

tive payment under this section, the names 

and social security numbers of all retirees 

(and their spouses and dependents) covered 

under such plan during such quarter and the 

dates (if less than the full quarter) during 

which each such individual was covered. 

‘‘(3) AUDITS.—The sponsor and the employ-

ment-based retiree health coverage plan 

seeking incentive payments under this sec-

tion shall agree to maintain, and to afford 

the SPICE Board access to, such records as 

the SPICE Board may require for purposes of 

audits and other oversight activities nec-

essary to ensure the adequacy of prescription 

drug coverage, the accuracy of incentive 

payments made, and such other matters as 

may be appropriate. 

‘‘(4) OTHER REQUIREMENTS.—The sponsor 

shall provide such other information, and 

comply with such other requirements, as the 

SPICE Board may find necessary to admin-

ister the program under this section. 

‘‘(c) INCENTIVE PAYMENTS.—

‘‘(1) IN GENERAL.—A sponsor that meets the 

requirements of subsection (b) with respect 

to a quarter in a calendar year shall be enti-

tled to have payment made by the SPICE 

Board on a quarterly basis (to the sponsor or, 

at the sponsor’s direction, to the appropriate 

employment-based health plan) of an incen-

tive payment, in the amount determined in 

paragraph (2), for each retired individual (or 

spouse) who— 

‘‘(A) was covered under the sponsor’s quali-

fied retiree prescription drug plan during 

such quarter; and 

‘‘(B) was eligible for, but was not enrolled 

in, the SPICE drug benefit program under 

this part. 

‘‘(2) AMOUNT OF INCENTIVE.—The payment 

under this section with respect to each indi-

vidual described in paragraph (1) for a month 

shall be equal to 25 percent of the basic 

monthly premium amount payable by an eli-

gible medicare beneficiary enrolled under 

this part, as set for the calendar year pursu-

ant to section 1860H(a) and without applica-

tion of and financial assistance for such pre-

mium under section 1860K(b). 

‘‘(3) PAYMENT DATE.—The incentive under 

this section with respect to a calendar quar-

ter shall be payable as of the end of the next 

succeeding calendar quarter. 

‘‘(d) CIVIL MONEY PENALTIES.—A sponsor, 

health plan, or other entity that the SPICE 

Board determines has, directly or through 

its agent, provided information in connec-

tion with a request for an incentive payment 

under this section that the entity knew or 

should have known to be false shall be sub-

ject to a civil monetary penalty in an 

amount up to 3 times the total incentive 

amounts under subsection (c) that were paid 

(or would have been payable) on the basis of 

such information. 

‘‘(e) DEFINITIONS.—In this section: 

‘‘(1) EMPLOYMENT-BASED RETIREE HEALTH

COVERAGE.—The term ‘employment-based re-

tiree health coverage’ means health insur-

ance coverage or other coverage of health 

care costs for retired individuals (or for such 

individuals and their spouses and depend-

ents) based on their status as former employ-

ees or labor union members. 

‘‘(2) EMPLOYER.—The term ‘employer’ has 

the meaning given the term in section 3(5) of 

the Employee Retirement Income Security 

Act of 1974 (except that such term shall in-

clude only employers of 2 or more employ-

ees).

‘‘(3) QUALIFIED RETIREE PRESCRIPTION DRUG

PLAN.—The term ‘qualified retiree prescrip-

tion drug plan’ means health insurance cov-

erage or other coverage of health care costs 

included in employment-based retiree health 

coverage that— 

‘‘(A) provides coverage of the cost of pre-

scription drugs whose actuarial value (as de-

fined by the SPICE Board) to each retired 

beneficiary equals or exceeds the actuarial 

value of the basic coverage provided to an in-

dividual enrolled in the SPICE drug benefit 

program under this part; and 

‘‘(B) does not deny, limit, or condition the 

coverage or provision of prescription drug 

benefits for retired individuals based on age 

or any health status-related factor described 

in section 2702(a)(1) of the Public Health 

Service Act. 

‘‘(4) SPONSOR.—The term ‘sponsor’ has the 

meaning given the term ‘plan sponsor’ in 

section 3(16)(B) of the Employer Retirement 

Income Security Act of 1974. 

‘‘SPICE BOARD

‘‘SEC. 1860M. (a) ESTABLISHMENT.—There is 

established within the Department of Health 

and Human Services, a Seniors Prescription 

Insurance Coverage Equity Office, which 

shall be— 

‘‘(1) outside of the Centers for Medicare & 

Medicaid Services; and 

‘‘(2) run by a board to be known as the 

SPICE Board. 

‘‘(b) DUTIES.—

‘‘(1) ADMINISTRATION OF SPICE DRUG BENEFIT

PROGRAM.—

‘‘(A) IN GENERAL.—The SPICE Board shall 

administer the SPICE drug benefit program 

under this part. 

‘‘(B) NONINTERFERENCE.—In carrying out 

its duty under subparagraph (A), the SPICE 

Board may not— 

‘‘(i) require a particular formulary or insti-

tute a price structure for the reimbursement 

of covered outpatient drugs; 

‘‘(ii) interfere in any way with negotia-

tions between entities providing SPICE pre-

scription drug coverage under part D and 

drug manufacturers, wholesalers, or other 

suppliers of covered outpatient drugs; and 

‘‘(iii) otherwise interfere with the competi-

tive nature of providing such coverage 

through such entities. 

‘‘(2) ONGOING STUDIES.—The SPICE Board 

shall conduct ongoing studies of the fol-

lowing issues: 

‘‘(A) The administration of this part. 

‘‘(B) The provision of information about 

the program under the health insurance in-

formation, counseling, and assistance grants 

under section 4360 of the Omnibus Budget 

Reconciliation Act of 1990. 

‘‘(C) Ways in which drug utilization can be 

used to provide better overall care for eligi-

ble medicare beneficiaries. 

‘‘(D) Savings and potential savings in Fed-

eral health care programs which may occur, 

or can be attributed to, eligible medicare 

beneficiary access to, and utilization of, cov-

ered outpatient drugs. 

‘‘(E) Trends in premium increases and fac-

tors that contribute to changes in premiums. 

‘‘(F) Integration of the SPICE drug benefit 

program into a reformed medicare program. 

‘‘(G) The ability of eligible medicare bene-

ficiaries to afford SPICE prescription drug 

coverage.

‘‘(H) The impact of the program on the pre-

scription drug benefits offered under group 

health plans. 
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‘‘(I) The appropriateness of the levels of fi-

nancial assistance provided under this part. 

‘‘(3) ANNUAL REPORT.—

‘‘(A) IN GENERAL.—Not later than June 1 of 

each year (beginning with 2004), the SPICE 

Board shall submit an annual report to Con-

gress on the program under this part. 

‘‘(B) INFORMATION ON STUDIES.—Such report 

shall include a detailed statement on the 

issues studied under paragraph (2). 

‘‘(C) RECOMMENDATIONS.—Such report shall 

include such recommendations for legisla-

tion and administrative actions as the 

SPICE Board considers appropriate. 

‘‘(4) PROVISION OF RECOMMENDATIONS AND

INFORMATION TO SECRETARY.—The SPICE 

Board shall provide recommendations and 

necessary information regarding the SPICE 

drug benefit program to the Secretary in 

order for the Secretary to— 

‘‘(A) integrate such information with infor-

mation regarding the other programs under 

this title; and 

‘‘(B) provide health insurance information, 

counseling, and assistance grants under sec-

tion 4360 of the Omnibus Budget Reconcili-

ation Act of 1990. 

‘‘(c) DEMONSTRATION PROJECT AUTHORITY.—

‘‘(1) IN GENERAL.—Subject to paragraph (2), 

the SPICE Board shall have the authority to 

conduct demonstration projects for the pur-

pose of demonstrating ways to improve the 

quality of services provided under the SPICE 

drug benefit program, including ways to re-

duce medical errors. 

‘‘(2) CONSULTATION WITH SECRETARY.—The

SPICE Board shall consult with the Sec-

retary before conducting any demonstration 

project.

‘‘(d) MEMBERSHIP OF SPICE BOARD.—

‘‘(1) NUMBER AND APPOINTMENT.—

‘‘(A) IN GENERAL.—The SPICE Board shall 

be composed of 7 members appointed by the 

President, by and with the advice and con-

sent of the Senate. 

‘‘(B) SPECIFIC REPRESENTATIVES.—In mak-

ing appointments under subparagraph (A), 

the President shall ensure that the following 

groups are represented on the SPICE Board: 

‘‘(i) Consumers. 

‘‘(ii) Private health plan insurers (includ-

ing insurers that offer fee-for-service and 

managed care plans) with expertise in the 

quality, scope, and marketing of health care 

services.

‘‘(iii) Certified geriatric pharmacists. 

‘‘(iv) The Centers for Medicare & Medicaid 

Services.

‘‘(v) State insurance commissioners. 

‘‘(C) SECRETARY OF HHS.—In addition to the 

7 members appointed under subparagraph 

(A), the Secretary shall be a nonvoting, ex 

officio member of the SPICE Board. 

‘‘(2) DEADLINE FOR INITIAL APPOINTMENT.—

The initial members of the SPICE Board 

shall be appointed by not later than 6 

months after the date of enactment of this 

section.

‘‘(3) TERMS.—

‘‘(A) IN GENERAL.—The terms of the mem-

bers of the SPICE Board shall be for 6 years, 

except that of the members first appointed— 

‘‘(i) three shall be appointed for terms of 6 

years;

‘‘(ii) two shall be appointed for terms of 4 

years; and 

‘‘(iii) two shall be appointed for terms of 2 

years.

‘‘(B) VACANCIES.—Any member appointed 

to fill a vacancy occurring before the expira-

tion of the term for which the member’s 

predecessor was appointed shall be appointed 

only for the remainder of that term. A mem-

ber may serve after the expiration of that 

member’s term until a successor has taken 

office.

‘‘(4) CHAIRPERSON.—The President shall 

designate the chairperson of the SPICE 

Board, except that the representative from 

the Centers for Medicare & Medicaid Serv-

ices may not be designated as chairperson. 

‘‘(e) OPERATION OF THE BOARD.—

‘‘(1) MEETINGS.—The SPICE Board shall 

meet at the call of the chairperson or upon 

the written request of a majority of its mem-

bers.

‘‘(2) QUORUM.—A majority of the members 

of the SPICE Board shall constitute a 

quorum, but a lesser number of members 

may hold hearings. 

‘‘(f) POWERS OF THE SPICE BOARD.—

‘‘(1) HEARINGS.—The SPICE Board may 

hold such hearings, sit and act at such times 

and places, take such testimony, and receive 

such evidence as the SPICE Board considers 

advisable to carry out the purposes of this 

part.

‘‘(2) INFORMATION FROM FEDERAL AGEN-

CIES.—Upon request of the chairperson of the 

SPICE Board, the head of any Federal de-

partment or agency shall furnish such infor-

mation to the SPICE Board as is necessary 

to carry out the functions of the SPICE 

Board under this part. 

‘‘(3) POSTAL SERVICES.—The SPICE Board 

may use the United States mails in the same 

manner and under the same conditions as 

other departments and agencies of the Fed-

eral Government. 

‘‘(4) GIFTS.—The SPICE Board may accept, 

use, and dispose of gifts or donations of serv-

ices or property. 

‘‘(g) BOARD PERSONNEL MATTERS.—

‘‘(1) MEMBERS.—

‘‘(A) COMPENSATION.—Each member of the 

SPICE Board who is not an officer or em-

ployee of the Federal Government shall be 

compensated at a rate equal to the daily 

equivalent of the annual rate of basic pay 

prescribed for level IV of the Executive 

Schedule under section 5315 of title 5, United 

States Code, for each day (including travel 

time) during which such member is engaged 

in the performance of the duties of the 

SPICE Board. All members of the SPICE 

Board who are officers or employees of the 

United States shall serve without compensa-

tion in addition to that received for their 

services as officers or employees of the 

United States. 

‘‘(B) TRAVEL EXPENSES.—The members of 

the SPICE Board shall be allowed travel ex-

penses, including per diem in lieu of subsist-

ence, at rates authorized for employees of 

agencies under subchapter I of chapter 57 of 

title 5, United States Code, while away from 

their homes or regular places of business in 

the performance of services for the SPICE 

Board.

‘‘(C) REMOVAL.—The President may remove 

a member of the SPICE Board only for ne-

glect of duty or malfeasance in office. 

‘‘(2) STAFF.—

‘‘(A) IN GENERAL.—The chairperson of the 

SPICE Board may, without regard to the 

civil service laws and regulations, appoint 

and terminate an executive director and 

such other additional personnel as may be 

necessary to enable the SPICE Board to per-

form its duties. The employment of an exec-

utive director shall be subject to confirma-

tion by the SPICE Board. 

‘‘(B) COMPENSATION.—The chairperson of 

the SPICE Board may fix the compensation 

of the executive director and other personnel 

without regard to the provisions of chapter 

51 and subchapter III of chapter 53 of title 5, 

United States Code, relating to classification 

of positions and General Schedule pay rates, 

except that the rate of pay for the executive 

director and other personnel may not exceed 

the rate payable for level V of the Executive 

Schedule under section 5316 of such title. 

‘‘(C) DETAIL OF GOVERNMENT EMPLOYEES.—

Any Federal Government employee may be 

detailed to the SPICE Board without further 

reimbursement, and such detail shall be 

without interruption or loss of civil service 

status or privilege. 

‘‘(D) PROCUREMENT OF TEMPORARY AND

INTERMITTENT SERVICES.—The chairperson of 

the SPICE Board may procure temporary 

and intermittent services under section 

3109(b) of title 5, United States Code, at rates 

for individuals which do not exceed the daily 

equivalent of the annual rate of basic pay 

prescribed for level V of the Executive 

Schedule under section 5316 of such title. 

‘‘SPICE PRESCRIPTION DRUG ACCOUNT IN THE

FEDERAL SUPPLEMENTARY MEDICAL INSUR-

ANCE TRUST FUND

‘‘SEC. 1860N. (a) ESTABLISHMENT.—

‘‘(1) IN GENERAL.—There is created within 

the Federal Supplementary Medical Insur-

ance Trust Fund established by section 1841 

an account to be known as the ‘SPICE Pre-

scription Drug Account’ (in this section re-

ferred to as the ‘Account’). 

‘‘(2) FUNDS.—The Account shall consist of 

such gifts and bequests as may be made as 

provided in section 201(i)(1), and such 

amounts as may be deposited in, or appro-

priated to, such fund as provided in this part. 

‘‘(3) SEPARATE FROM REST OF TRUST FUND.—

Funds provided under this part to the Ac-

count shall be kept separate from all other 

funds within the Federal Supplementary 

Medical Insurance Trust Fund. 

‘‘(b) PAYMENTS FROM ACCOUNT.—

‘‘(1) IN GENERAL.—The Managing Trustee 

shall pay from time to time from the Ac-

count such amounts as the SPICE Board cer-

tifies are necessary to make payments to op-

erate the program under this part, including 

payments to entities under section 1860J, 

payments to sponsors under section 1860L, 

and payments with respect to administrative 

expenses under this part in accordance with 

section 201(g). 

‘‘(2) TREATMENT IN RELATION TO PART B PRE-

MIUM.—Amounts payable from the Account 

shall not be taken into account in computing 

actuarial rates or premium amounts under 

section 1839. 

‘‘(c) APPROPRIATIONS TO COVER GOVERN-

MENT CONTRIBUTION.—There are authorized 

to be appropriated from time to time, out of 

any moneys in the Treasury not otherwise 

appropriated, to the Account an amount 

equal to the amount by which the benefits 

and administrative costs of providing the 

benefits under this part exceed the premiums 

collected under section 1860H(a)(4).’’. 

(b) CONFORMING AMENDMENTS TO FEDERAL

SUPPLEMENTARY MEDICAL INSURANCE TRUST

FUND.—Section 1841 of the Social Security 

Act (42 U.S.C. 1395t) is amended— 

(1) in the last sentence of subsection (a)— 

(A) by striking ‘‘and’’ before ‘‘such 

amounts’’; and 

(B) by inserting before the period the fol-

lowing: ‘‘, and such amounts as may be de-

posited in, or appropriated to, the SPICE 

Prescription Drug Account established by 

section 1860N’’; and 

(2) in subsection (g), by inserting after ‘‘by 

this part,’’ the following: ‘‘the payments pro-

vided for under part D (in which case the 

payments shall be made from the SPICE Pre-

scription Drug Account in the Trust Fund),’’. 

(c) ADDITIONAL CONFORMING CHANGES.—
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(1) CONFORMING REFERENCES TO PREVIOUS

PART D.—Any reference in law (in effect be-

fore the date of enactment of this Act) to 

part D of title XVIII of the Social Security 

Act is deemed a reference to part E of such 

title (as in effect after such date). 

(2) SECRETARIAL SUBMISSION OF LEGISLATIVE

PROPOSAL.—Not later than 6 months after 

the date of enactment of this Act, the Sec-

retary of Health and Human Services shall 

submit to the appropriate committees of 

Congress a legislative proposal providing for 

such technical and conforming amendments 

in the law as are required by the provisions 

of this Act. 

SEC. 3. SPICE PRESCRIPTION DRUG COVERAGE 
UNDER MEDICARE+CHOICE PLANS. 

(a) SPECIAL RULES.—Section 1851 of the So-
cial Security Act (42 U.S.C. 1395w–21) is 
amended by adding at the end the following 
new subsection: 

‘‘(j) RULES FOR PROVISION OF SPICE PRE-
SCRIPTION DRUG COVERAGE.—

‘‘(1) PLAN REQUIRED TO PROVIDE COVERAGE

IF BENEFICIARY ENROLLED IN PART D.—

‘‘(A) IN GENERAL.—In the case of an indi-

vidual that is enrolled in a Medicare+Choice 

plan and enrolled under part D, the basic 

benefits required to be provided under sec-

tion 1852(a)(1)(A) shall include SPICE pre-

scription drug coverage (as defined in section 

1860B(a)) under the terms and conditions for 

such coverage established under part D, in-

cluding the terms and conditions described 

in section 1860I(c). 

‘‘(B) VOLUNTARY ENROLLMENT IN PART D.—

An individual enrolled in a Medicare+Choice 

plan shall not be required to enroll under 

part D. 

‘‘(2) LIMITATION ON ENROLLEE LIABILITY.—In

the case of an individual described in para-

graph (1)(A), with respect to SPICE prescrip-

tion drug coverage, a Medicare+Choice orga-

nization may not require that such indi-

vidual pay a deductible or a coinsurance per-

centage that exceeds the deductible or coin-

surance percentage applicable for such cov-

erage pursuant to part D. 

‘‘(3) PREMIUM FOR STOP-LOSS COVERAGE.—

‘‘(A) IN GENERAL.—Subject to subparagraph 

(B), a Medicare+Choice organization offering 

a Medicare+Choice plan on behalf of an indi-

vidual described in paragraph (1)(A) may re-

quire the individual to pay a premium for 

stop-loss coverage (as defined in section 

1860B(c). Any such premium shall be consid-

ered to be part of the Medicare+Choice 

monthly basic premium (as defined in sec-

tion 1854(b)(2)(A)) that the individual is re-

sponsible for. 

‘‘(B) ORGANIZATION REQUIRED TO REDUCE

PREMIUM BY AMOUNT OF FINANCIAL ASSIST-

ANCE.—A Medicare+Choice organization re-

ceiving a payment for financial assistance 

for stop-loss coverage on behalf of an indi-

vidual described in paragraph (1)(A) pursuant 

to subsection (b) of section 1860J shall reduce 

any premium described in subparagraph (A) 

by the amount of such financial assistance. 

‘‘(4) PAYMENTS TO ORGANIZATION FOR SPICE

PRESCRIPTION DRUG COVERAGE PURSUANT TO

PART D RULES.—The SPICE Board (estab-

lished under section 1860M) shall make pay-

ments to a Medicare+Choice organization of-

fering a Medicare+Choice plan on behalf of 

an individual described in paragraph (1)(A) 

pursuant to the payment mechanisms de-

scribed in subsections (a) and (b) of section 

1860J. Such payments shall be coordinated 

with payments made to such organization 

under section 1853. 

‘‘(5) COORDINATED ENROLLMENT.—The Sec-

retary shall work with the SPICE Board to 

coordinate enrollment under this part with 

enrollment under part D.’’. 

(b) EFFECTIVE DATE.—The amendment 

made by this section shall apply to items 

and services provided under a 

Medicare+Choice plan on or after January 1, 

2003.

SEC. 4. MEDIGAP REVISIONS AND TRANSITION 
PROVISIONS.

(a) ESTABLISHMENT OF SPICE MEDIGAP

POLICIES.—Section 1882 of the Social Secu-

rity Act (42 U.S.C. 1395ss) is amended by add-

ing at the end the following new subsection: 
‘‘(v) SPICE MEDIGAP POLICIES.—

‘‘(1) REVISION OF BENEFIT PACKAGES.—

‘‘(A) IN GENERAL.—Notwithstanding sub-

section (p), the benefit packages established 

under such subsection shall be revised so 

that—

‘‘(i) if the policyholder is enrolled under 

part D, basic coverage (as defined in section 

1860B(b)) is available as part of each benefit 

package;

‘‘(ii) each benefit package includes stop- 

loss coverage (as defined in section 1860B(c)) 

in the core group of basic benefits described 

in subsection (p)(2)(B); 

‘‘(iii) no benefit package (including each 

benefit package classified as ‘H’, ‘I’, or ‘J’ 

under the standards established by such sub-

section (p)(2), and the benefit package classi-

fied as ‘J’ with a high deductible feature de-

scribed in subsection (p)(11)) includes pre-

scription drug coverage other than the basic 

coverage required under clause (i) (if applica-

ble), or the stop-loss coverage required under 

clause (ii); and 

‘‘(iv) except as revised under the preceding 

clauses or pursuant to subsection (p)(1)(E), 

the benefit packages are identical to the 

benefit packages that were available on the 

date of enactment of the Seniors Prescrip-

tion Insurance Coverage Equity (SPICE) Act 

of 2001. 

‘‘(B) ADMINISTRATION OF BENEFITS.—Pursu-

ant to section 1860A(a)(3), an issuer of a 

medicare supplemental policy revised under 

such subparagraph may directly administer 

the prescription drug benefits required under 

the policy or may contract with an entity 

that meets the applicable requirements 

under part D to administer such benefits. 

‘‘(C) MANNER OF REVISION.—The benefit 

packages revised under this section shall be 

revised in the manner described in subpara-

graph (E) of subsection (p)(1), except that for 

purposes of subparagraph (C) of such sub-

section, the standards established under this 

subsection shall take effect not later than 

January 1, 2003. 

‘‘(2) GUARANTEED ISSUANCE AND RENEWAL OF

NEW POLICIES.—The provisions of subsections 

(q) and (s) shall apply to medicare supple-

mental policies revised under this subsection 

in the same manner as such provisions apply 

to medicare supplemental policies issued 

under the standards established under sub-

section (p). 

‘‘(3) OPPORTUNITY OF CURRENT POLICY-

HOLDERS TO PURCHASE REVISED POLICIES.—

‘‘(A) IN GENERAL.—No medicare supple-

mental policy of an issuer with a benefit 

package that is revised under paragraph (1) 

shall be deemed to meet the standards in 

subsection (c) unless the issuer— 

‘‘(i) provides written notice during the 60- 

day period immediately preceding the period 

established under section 1860C(c), to each 

policyholder or certificate holder of a medi-

care supplemental policy issued by that 

issuer (at the most recent available address) 

of the offer described in clause (ii) and of the 

fact that, so long as they retain coverage 

under such policy, they are unable to obtain 

SPICE prescription drug coverage (as defined 

in section 1860B(a)) under part D; and 

‘‘(ii) offers the policyholder or certificate 

holder under the terms described in subpara-

graph (B), during at least the period estab-

lished under subsection (c) of section 1860C, 

institution of coverage effective for the pe-

riod described in subsection (d) of such sec-

tion, a medicare supplemental policy with 

the benefit package that has been revised 

under paragraph (1) of this subsection that 

the Secretary determines is most com-

parable to the policy in which the individual 

is enrolled. 

‘‘(B) TERMS OF OFFER DESCRIBED.—The

terms described under this subparagraph are 

terms which do not— 

‘‘(i) deny or condition the issuance or effec-

tiveness of a medicare supplemental policy 

described in subparagraph (A)(ii) that is of-

fered and is available for issuance to new en-

rollees by such issuer; 

‘‘(ii) discriminate in the pricing of such 

policy because of health status, claims expe-

rience, receipt of health care, or medical 

condition; or 

‘‘(iii) impose an exclusion of benefits based 

on a preexisting condition under such policy. 

‘‘(4) OPPORTUNITY OF OTHER ELIGIBLE INDI-

VIDUALS TO PURCHASE REVISED POLICIES.—No

medicare supplemental policy of an issuer 

with a benefit package that is revised under 

paragraph (1) shall be deemed to meet the 

standards in subsection (c) unless, during at 

least the period established under section 

1860C(c), the issuer permits each eligible 

medicare beneficiary (as defined in section 

1860A(d), but who is not described in para-

graph (3)) to purchase any medicare supple-

mental policy that has been revised under 

paragraph (1) with institution of coverage ef-

fective for the period described in section 

1860C(d) under the terms of the offer de-

scribed in paragraph (3)(B). 

‘‘(5) GRANDFATHERING OF CURRENT POLICY-

HOLDERS.—

‘‘(A) IN GENERAL.—Except as provided in 

subparagraph (B), no person may sell, issue, 

or renew a medicare supplemental policy 

with a benefit package that has not been re-

vised under this subsection on or after Janu-

ary 1, 2003. 

‘‘(B) GRANDFATHERING.—Each policyholder 

or certificate holder of a medicare supple-

mental policy as of December 31, 2002, may 

continue to receive benefits under such pol-

icy and may renew such policy as if this sub-

section had not been enacted, except that 

such beneficiary shall not be eligible to en-

roll for SPICE prescription drug coverage (as 

defined in section 1860B(a)) under part D dur-

ing the period in which such policy is in ef-

fect.

‘‘(6) PENALTIES.—Each penalty under this 

section shall apply with respect to policies 

revised under this subsection as if such poli-

cies were issued under the standards estab-

lished under subsection (p), including the 

penalties under subsections (a), (d), (p)(8), 

(p)(9), (q)(5), (r)(6)(A), (s)(4), and (t)(2)(D).’’. 
(b) NAIC STUDY AND REPORT.—

(1) STUDY.—The Secretary of Health and 

Human Services (in this subsection referred 

to as the ‘‘Secretary’’) shall contract with 

the National Association of Insurance Com-

missioners (in this subsection referred to as 

the ‘‘NAIC’’) to conduct a study— 

(A) to determine whether the portion of 

the benefit packages revised under section 

1882(v) of the Social Security Act (as added 

by subsection (a)) relating to parts A and B 

of the medicare program should be revised as 

a result of the establishment of SPICE pre-

scription drug coverage (as defined in section 

1860B(a) of such Act, as added by section 2) 

and whether the total number of such benefit 

packages should be reduced; 
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(B) to identify methods to ensure that any 

financial assistance paid to issuers of medi-

care supplemental policies on behalf of en-

rollees for providing stop-loss coverage (as 

defined in section 1860B(c) of the Social Se-

curity Act, as added by section 2) made 

available under the benefit packages revised 

under section 1882(v) of such Act (as so 

added) is not used to subsidize any other ben-

efits, including the benefits relating to parts 

A and B of the medicare program; and 

(C) to assess the practicality and viability 

of establishing a medicare supplemental pol-

icy that only provides SPICE prescription 

drug coverage (as so defined). 

(2) REPORT.—Not later than 6 months after 

the date of enactment of this Act, the NAIC 

shall submit to Congress and the Secretary a 

report on the study conducted under para-

graph (1) together with such recommenda-

tions as the NAIC determines appropriate. 

SEC. 5. PROVISION OF INFORMATION ON SPICE 
DRUG BENEFIT PROGRAM UNDER 
HEALTH INSURANCE INFORMATION, 
COUNSELING, AND ASSISTANCE 
GRANTS.

Section 4360(b)(2)(A)(ii) of the Omnibus 

Budget Reconciliation Act of 1990 (42 U.S.C. 

1395b–4(b)(2)(A)(ii)) is amended by striking 

‘‘and information’’ and inserting ‘‘, informa-

tion regarding the SPICE drug benefit pro-

gram under part D of title XVIII of the So-

cial Security Act, and information’’. 

SEC. 6. PERSONAL DIGITAL ACCESS TECH-
NOLOGY DEMONSTRATION 
PROJECT.

(a) DEMONSTRATION PROJECT.—

(1) IN GENERAL.—The SPICE Board (estab-

lished under section 1860M of the Social Se-

curity Act (as added by section 2)) shall con-

duct a demonstration project for the purpose 

of increasing the use of Personal Digital Ac-

cess Technology in prescribing covered out-

patient drugs (as defined in section 1860B(e) 

(as so added)) for eligible medicare bene-

ficiaries receiving SPICE prescription drug 

coverage under part D of title XVIII of such 

Act (as so added). 

(2) ASPECTS OF PROJECT.—The demonstra-

tion project shall address ways in which the 

use of Personal Digital Access Technology 

can be used to— 

(A) avoid adverse drug reactions among 

such beneficiaries, including problems due to 

therapeutic duplication, drug-disease contra-

indications, drug-drug interactions (includ-

ing serious interactions with nonprescription 

or over-the-counter drugs), incorrect drug 

dosage or duration of drug treatment, drug- 

allergy interactions, and clinical abuse and 

misuse;

(B) transmit information about the cov-

erage of covered outpatient drugs under the 

policy or plan in which such a beneficiary is 

receiving SPICE prescription drug coverage 

to prescribing physicians; 

(C) increase the use of generic drugs by 

such beneficiaries; and 

(D) increase the compliance of entities of-

fering policies or plans that provide SPICE 

prescription drug coverage with the require-

ments under part D of title XVIII of the So-

cial Security Act (as added by section 2). 

(3) INCLUSION OF PROVIDERS.—In conducting 

the demonstration project, the SPICE Board 

shall include— 

(A) physicians; 

(B) pharmacists; 

(C) entities that offer policies or plans that 

provide SPICE prescription drug coverage; 

and

(D) any entity (including a pharmacy bene-

fits management company) that contracts 

with an entity described in subparagraph (C) 

to provide benefits under such policies or 

plans.

(4) DURATION OF PROJECTS.—The dem-

onstration project shall be conducted over a 

3-year period. 
(b) REPORTS TO CONGRESS.—

(1) IN GENERAL.—

(A) INITIAL REPORT.—Not later than 18 

months after the SPICE Board implements 

the demonstration project, the SPICE Board 

shall submit to Congress an initial report on 

the demonstration project. 

(B) FINAL REPORT.—Not later that 6 

months after the conclusion of the project, 

the SPICE Board shall submit to Congress a 

final report on the demonstration project. 

(2) CONTENTS OF REPORTS.—The reports de-

scribed in paragraph (1) shall include the fol-

lowing:

(A) A detailed description of the dem-

onstration project. 

(B) An evaluation of the demonstration 

project.

(C) Recommendations for legislation that 

the SPICE Board determines to be appro-

priate as a result of the demonstration 

project.

(D) Any other information regarding the 

demonstration project that the SPICE Board 

determines to be appropriate. 
(c) FUNDING.—Expenditures made for car-

rying out the demonstration project shall be 

made from funds otherwise appropriated to 

the Secretary of Health and Human Services. 

Ms. SNOWE. Mr. President, I am 
pleased to join with my friend and col-
league, Senator RON WYDEN, in the in-
troduction of the Seniors Prescription 
Insurance Coverage Equity Act of 2001, 
or ‘‘SPICE.’’ I want to thank him for 
his enthusiasm about and his commit-
ment to this joint venture. 

It was just about two years ago now 
that Senator WYDEN and I introduced 
this bill for the first time. SPICE 2001 
is the product of almost three years of 
work and development. Since 1999, 
when we first tackled this issue, there 
has been much discussion about how to 
design a prescription drug coverage 
plan that is both comprehensive and af-
fordable, that provides choice but guar-
antees availability of basic coverage. 
And, perhaps most importantly, one 
that is workable for seniors, the Medi-

care program and one that private pro-

viders will offer. We believe we have 

struck this balance in SPICE 2001. 
I believe that this bill is a bench-

mark for the Senate’s consideration of 

a comprehensive out-patient prescrip-

tion drug program under Medicare. I 

offer this bill today, with my friend 

Senator WYDEN because it is the prod-

uct of a three year collaborative effort 

to provide our Nation’s seniors with 

prescription drug coverage, and I offer 

it with the hopes that it will be consid-

ered as part of a broader reform when 

the Senate takes one up. 
Americans age 65 and older are only 

12 percent of the population but ac-

count for over 40 percent of all drug 

spending. Which isn’t surprising con-

sidering that over the past five years, 

per capita drug spending for the Medi-

care population has approximately 

doubled, reaching an estimated $1,756 

this year. 

This comes at a time where fewer re-

tirees have health coverage from their 

former employers than ever before. In 

1998, an estimated 66 percent of large 

employers offered retiree health cov-

erage, fewer than 40 percent did so in 

2000. At a time when fewer and fewer of 

our seniors have retiree health care 

coverage from their former employers, 

and when the cost of prescription drugs 

are skyrocketing, no one can argue 

that it isn’t essential we ensure that 

Medicare beneficiaries have com-

prehensive coverage for outpatient pre-

scription drugs. And, this is a problem, 

I might add, which will only grow when 

the 77 million Baby Boomers begin to 

enter Medicare in 2011. 
For the past several years, Senator 

WYDEN and I have been united in our 

belief that we owe it to our seniors to 

develop the best and most practical so-

lution. SPICE 2001 represents a 

straightforward, comprehensive, and 

responsible approach that should ap-

peal to anyone who believes that sen-

iors need prescription drug coverage. 
To accomplish these goals we have 

built upon the model of the first SPICE 

bill and added components that have 

continued to be part of the larger de-

bate on this issue—that of public pro-

grams versus private competition. As a 

result, SPICE 2001 now creates a part-

nership between the Federal Govern-

ment and private insurers to share the 

cost, and the risk, of offering out-

patient prescription drug coverage for 

our senior population. 
Specifically, SPICE 2001 creates a 

prescription drug coverage program for 

all Medicare beneficiaries enrolled in 

both Part A and Part B, and who 

choose to enroll. SPICE offers a pre-

mium subsidy of at least 25 percent to 

all enrollees. To provide extra assist-

ance to those who need it most, there 

is a 100 percent premium subsidy for 

those whose income is at or under 150 

percent of poverty, $12,885 for a single 

person and $17,415 for a couple. Those 

whose income is between 150 percent 

and 175 percent of poverty, $15,033 for 

an individual and $20,318 for a couple, 

will receive a subsidy based on a slid-

ing scale down to 25 percent of the cost 

of the premium. 
SPICE 2001 offers two choices in the 

coverage so they can pick a plan to 

best serve their needs. One option is 

basic coverage, with a $350 deductible 

and a 25 percent coinsurance require-

ment. This can be purchased with a 

Stop-loss plan of $3,000 or separately. 
The second option is stop-loss cov-

erage. While only 17 percent of bene-

ficiaries have costs above $3,000, they 

account for almost 54 percent of all 

spending on prescription drugs. This 

coverage is provided completely 

through the private insurer. According 

to CBO’s January 2001 baseline projec-

tions, 83 percent of those enrolled in 

Medicare fee for service plans pay less 

than $3,000 for their drugs. For these 
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seniors, they might only want to pur-

chase the basic coverage. Those who 

need more than just the basic coverage 

can buy them both. For those who can 

manage their spending and only want 

to protect themselves from cata-

strophic expenses, they can purchase 

stop-loss coverage. 
And, importantly, all SPICE enroll-

ees receive the benefit of the nego-

tiated discount on the cost of their pre-

scription drugs, starting with their 

first prescription. 
Choice is one of the cornerstones of 

this program. Seniors will not only 

have the choice of their level of cov-

erage but will be able to choose from a 

variety to have their care delivered. 

SPICE can be run through Medigap, 

Medicare+Choice plans, or private enti-

ties. In areas where there are no insur-

ers, the SPICE Board will have the au-

thority to negotiate with entities to 

bring them into the market. 
One of the perennial arguments 

against government sponsored or as-

sisted prescription drug coverage for 

our retirees has been that if we did it, 

employers wouldn’t. We already know 

that fewer employers are offering re-

tiree health benefits than just 12 years 

ago, this is a trend we hope to discour-

age. This is why the SPICE Board is 

authorized to provide the 25 percent 

premium subsidy as an incentive to 

employers who provide prescription 

drug coverage for their retirees. It is 

critical we encourage employers to 

continue to offer this type of coverage 

and we acknowledge that in this bill. 
According to a 1998 Wall Street Jour-

nal poll, 80 percent of retirees use a 

prescription drug every day. The aver-

age Medicare beneficiary fills a pre-

scription 18 times a year. It is long 

past time that we ensure that these 

prescriptions are covered. 
SPICE 2001 offers something for ev-

eryone interested in providing our sen-

iors with prescription drug coverage. It 

is a program that can be incorporated 

in existing health plans, will be run 

through a government Board whose 

sole purpose is ensuring that this pro-

gram runs well, and will foster com-

petition and allow for choice in both 

coverage and providers. 

By Mr. DOMENICI (for himself, 

Mr. INOUYE, Mr. CAMPBELL, Mr. 

BINGAMAN, Mr. BAUCUS, Mr. 

CRAPO, Mr. ALLARD, Mr. JOHN-

SON, and Mr. KYL):
S. 1186. A bill to provide a budgetary 

mechanism to ensure that funds will be 

available to satisfy the Federal Gov-

ernment’s responsibilities with respect 

to negotiated settlements of disputes 

related to Indian water rights claims 

and Indian land claims; to the Com-

mittee on the Budget and the Com-

mittee on Governmental Affairs, joint-

ly, pursuant to the order of August 4, 

1977, with instructions that if one Com-

mittee reports, the other Committee 

have thirty days to report or be dis-

charged.
Mr. DOMENICI. Mr. President, both 

as chairman and now as the ranking 

member on the Budget Committee, I 

have been working over the last year 

with the Western Governors’ Associa-

tion, the Western Regional Council, the 

Native American Rights Fund, the 

Western States Water Council, as well 

as several Indian tribes to correct what 

I believe to be a flaw in the Budget En-

forcement Act as it relates to the Fed-

eral funding of Indian land and water 

settlements.
I, along with a group of bipartisan 

Senators, including the chairman and 

ranking member of the Indian Affairs 

Committee are introducing today legis-

lation that will help Congress fulfill its 

commitment to authorized Indian land 

and water settlements. 
In FY 2002, the President’s request 

for Indian land and water settlements 

funding was $61 million. This rep-

resents an increase from fiscal year 

2001 of $23 million. The increase is due 

to the authorization of several large 

settlements in California, Colorado, 

Michigan, New Mexico, and Utah. 
I am pleased to report that the full 

request was included in both the Sen-

ate and House passed budget resolu-

tions. In turn, the request was fully ap-

propriated in both the House and Sen-

ate versions of the fiscal year 2002 Inte-

rior appropriations bill. This is a tre-

mendous first step in making sure the 

Congress fulfills its obligation regard-

ing these settlements. But it is only 

the first step. 
In the near future, there are, at least, 

three additional large settlements like-

ly to come before Congress. The States 

involved in these settlements are Ari-

zona, Idaho, and Montana. Under cur-

rent budgetary treatment these settle-

ments will be difficult to fund without 

taking critical resources from other 

Bureau of Indian Affairs programs. 
Currently, once the settlements have 

been agreed to by the parties involved, 

the settlements come to Congress for 

authorization and appropriation. When 

all appropriations have been distrib-

uted the Indians give up any future 

claims to the land or the water. 
Appropriations for these settlements 

are usually spread over 3–10 years de-

pending on the size of the settlement. 

The payout in one year for an indi-

vidual settlement does not usually ex-

ceed $30 million. 
I feel, however, that the current 

budget mechanisms have unfairly 

treated the handling of Indian land and 

water settlements in relation to other 

federally funded Indian programs. 
The problem with the current status 

is that, due to the statutory discre-

tionary caps, the perception exists that 

there is not enough money in BIA’s 

budget to spend on settlements with-

out taking money from other programs 

in their budget, such as Indian school 

construction, education, community 

development.
The legislation I am introducing 

today, the Fiscal Integrity of Indian 

Settlements Protection Act of 2001, 

provides for a cap adjustment similar 

to the one that deals with U.N. arrear-

ages. It would be for authorized Indian 

land and water settlements and would 

set a ceiling on what could be spent in 

one year. Under this proposal, the set-

tlements would still have to be author-

ized and appropriated, but it would 

hold the BIA budget harmless for the 

cost of the settlements. 
Let me be clear, if these claims are 

not settled, the US government still 

can be held liable in court. Claims that 

go through the court process are au-

thoritatively paid out of the Claims 

and Judgement Fund. In most cases, 

negotiated settlements provide more 

water to the tribes and a less expensive 

bill to the Federal Government. 
Frankly, this simple cap adjustment 

for authorized and appropriated monies 

for settlements provides a win-win sit-

uation for all parties involved. 
We have made good progress toward 

funding our Indian responsibilities 

these past few years. This legislation is 

a very important step. 
I, along with Senators INOUYE, CAMP-

BELL, ALLARD, BAUCUS, BINGAMAN,

CRAPO, JOHNSON, and KYL, urge my col-

leagues to support this bill and future 

funding of Indian land and water set-

tlements.
I ask unanimous consent that a let-

ter from the Ad Hoc Group on Indian 

Water Rights be printed in the RECORD.
There being no objection, the letter 

was ordered to be printed in the 

RECORD, as follows: 

AD HOC GROUP ON

INDIAN WATER RIGHTS,

June 27, 2001. 

Members of the United States Senate, 

Washington, DC. 
DEAR SENATOR: We write to urge your sup-

port and co-sponsorship of proposed legisla-

tion to be introduced shortly entitled the 

‘‘Fiscal Integrity of Indian Settlements Pro-

tection Act of 2001’’. A ‘‘Dear Colleague’’ let-

ter by Senators Domenici, Bingaman, Crapo, 

Inouye, Kyl, and Campbell was sent to your 

office on May 23, 2001, describing the bill. 
Across the country, numerous negotiations 

are on-going to settle complex Indian land 

and water claims. Funding for these settle-

ments is one of the biggest hurdles to over-

come. This legislation is important so that 

Indian land and water right settlements can 

be completed in a timely manner, consistent 

with the federal government’s responsibility 

and liability associated with them, and with-

out taking scarce resources from other crit-

ical programs within the Department of the 

Interior.
Three settlements were approved by the 

last Congress and others are expected to be 

submitted to this Congress. Under current 

budgetary policy, funding of land and water 

right settlements must be offset by a cor-

responding reduction in some other discre-

tionary component of the Interior Depart-

ment’s budget. It is difficult for the Adminis-

tration, the states and the tribes to nego-

tiate settlements knowing that they may 
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not be funded because funding can occur only 

at the expense of some other tribe or essen-

tial Interior Department program. 
We believe that the funding of land and 

water right settlements is an important obli-

gation of the United States government. The 

obligation is analogous to, and no less seri-

ous than, the obligation of the United States 

to pay judgments which are rendered against 

it. We urge that steps be taken to change 

current budgetary policy to ensure that any 

land or water settlement, once authorized by 

the Congress and approved by the President, 

will be funded. If such a change is not made, 

these claims will likely be relegated to liti-

gation, an outcome that should not be ac-

ceptable to the Administration, the Con-

gress, the tribes or the states. 
The members of the Ad Hoc Group on In-

dian Water Rights have consistently sup-

ported the negotiated settlement of Indian 

land and water right disputes, and have been 

actively engaged in drawing more awareness 

to the important issues associated with set-

tlement of land and water right claims. We 

believe that unless the current budgetary 

processes for land and water settlements are 

changed, funding will continue to be a bar-

rier to finalizing these settlements. 
Again, we urge you to cosponsor the ‘‘Fis-

cal Integrity of Indian Settlements Protec-

tion Act of 2001’’ and support its passage to 

ensure congressional funding for Native 

American land and water rights settlements 

once they have been formally executed by 

the parties and authorized by Congress. 

Sincerely,

JANE DEE HULL,

Co-Lead Governor on 

Indian Water Right 

Settlements, Western 

Governors’ Associa-

tion.

JOHN KUTZHABER,

Co-Lead Governor on 

Indian Water Right 

Settlements, Western 

Governors’ Associa-

tion.

KIT KIMBALL,

Director, Western Re-

gional Council. 

JOHN ECHOHAWK,

Executive Director, 

Native American 

Rights Fund. 

MICHAEL BROPHY,

Chairman, Western 

States Water Coun-

cil.

By Mr. ROCKEFELLER (for him-

self and Mr. CLELAND):
S. 1188. A bill to amend title 38, 

United States Code, to enhance the au-

thority of the Secretary of Veterans 

Affairs to recruit and retain qualified 

nurses for the Veterans Health Admin-

istration, and for other purposes, to 

the Committee on Veterans’ Affairs. 
Mr. ROCKEFELLER. Mr. President, I 

am proud to introduce today with Sen-

ators CLELAND and SPECTER the De-

partment of Veterans Affairs Nurse Re-

cruitment and Retention Enhancement 

Act of 2001. 
On June 14, 2001, the Committee on 

Veterans’ Affairs held a hearing to ex-

plore reasons for the imminent short-

age of professional nurses in the United 

States, and how this shortage will af-

fect health care for veterans served by 

Department of Veterans Affairs’ health 
care facilities. 

Working conditions for nurses, never 
easy, have become even more chal-
lenging in recent years. Managed care 
principles lead hospitals to admit only 
the very sickest of patients with the 
most complex health care needs. As the 
pool of highly trained nurses shrinks, 
many health care providers rely heav-
ily upon mandatory staff overtime to 
meet staffing needs. Several registered 
nurses, including Sandra McMeans 
from my state of West Virginia, testi-
fied before the committee that unpre-
dictable and dangerously long working 
hours lead to nurses’ fatigue and frus-
tration, and patient care suffers. 

The legislation we introduce today 
includes a requirement that VA 
produce a policy on staffing standards. 
Such a policy shall be developed in 
consultation with the VA Under Sec-
retary for Health, the Director of VA’s 
National Center for Patient Safety, 
and VA’s Chief Nurse. While we leave it 
up to VA to develop the standards, the 
policy must consider the numbers and 
skill mix required of staff in specific 
medical settings, such as critical care 
and long-term care. 

Because mandatory overtime was fre-
quently cited at the committee’s June 
hearing as being of serious concern, the 
legislation includes a requirement that 
the Secretary report to the Committee 
on Veterans’ Affairs on the use of over-
time by licensed nursing staff and 
nursing assistants in each facility. 
This is a critical first step to deter-
mining what can be done to reduce the 
amount of mandatory overtime. We 
will continue to monitor this issue 
with rigor and pledge to work to reduce 
the burdens borne by our nurses. 

In terms of providing sufficient pay, 
our legislation mandates that VA pro-
vide Saturday premium pay to certain 
health professionals. These group of 
professionals include licensed practical 
nurses, LPN’s, certified or registered 
respiratory therapists, licensed phys-
ical therapists, licensed vocational 
nurses, pharmacists, and occupational 
therapists. This group of workers are 
known as ‘‘hybrids’’ as they straddle 
two different personnel authorities, ti-
tles 38 and 5 of the United States Code. 
Hybrid status allows for the direct hir-
ing and a more flexible compensation 
system.

This is an issue of equity, especially 
for LPN’s who work alongside other 
nurses on Saturday. While registered 
nurses, RN’s are mandated to receive 
Saturday premium pay, they may be 
working alongside an LPN who is not. 
Factoring in the looming nurse short-
age, we should be doing all we can to 
improve VA’s ability to recruit and re-
tain these caregivers. 

Currently, hospital directors have 
the discretion to provide Saturday pre-
mium pay. Of the 17,000 hybrid employ-
ees, 8,000 are not receiving the pay pre-
mium.

In my own State of West Virginia, 

many LPN’s are not receiving Satur-

day premium pay. Deborah Dixon is an 

LPN at the VA Medical Center in Hun-

tington, WV. She works nights 6 days 

in a row, has 2 days off, works nights 5 

days, then has 1 day off, then works 4 

nights and has 3 days off. As a result, 

she has off every third weekend. She 

says that ‘‘LPN’s deserve Saturday pre-

mium pay. It feels like discrimination. 

It makes me wonder why LPN’s are not 

being respected. 
I believe this change in law will 

make pay more consistent and fair for 

our health care workers. 
Programs initiated within VA to im-

prove conditions for nurses and pa-

tients have focused on issues other 

than staffing ratios, pay, and hours. A 

highly praised scholarship program 

that I spearheaded allows VA nurses to 

pursue degrees and training in return 

for their service, thus encouraging pro-

fessional development and improving 

the quality of health care. Included 

within the legislation we introduced 

today are modifications to the existing 

scholarship and debt reduction pro-

grams. These changes are intended to 

improve the programs by providing ad-

ditional flexibility to recipients. 
In the Upper Midwest, the special 

skills of nurses and nurse practitioners 

are being recognized in clinics that 

provide supportive care close to the 

veterans who need it. The legislation 

before us seeks to encourage more 

nurse-managed clinics and also in-

cludes a requirement that VA evaluate 

these clinics. 
There are various other provisions 

included in the bill. One provision re-

quires that VA nurses enrolled in the 

Federal Employee Retirement System 

have the same ability to include un-

used sick leave as part of the retire-

ment year calculation that VA nurses 

enrolled in the Civilian Retirement 

System have. The legislation also 

would amend the treatment of part- 

time service performed by certain title 

38 employees prior to April 7, 1986, for 

purposes of retirement credit. Cur-

rently, part-time service performed by 

title 5 employees prior to April 7, 1986, 

is treated as full-time service; however, 

title 38 employees’ part-time services 

prior to April 7, 1986, is counted as 

part-time service and therefore results 

in lower annuities for these employees. 

Retired nurses, such as Tonya Rich 

from Morgantown, WV, who has con-

tacted me, stress the inequity of the 

situation. In order to rectify this, our 

legislation exempts registered nurses, 

physician assistants, and expanded- 

function dental auxiliaries from the re-

quirement that part-time service per-

formed prior to April 7, 1986, be pro-

rated when calculating retirement an-

nuities.
This bill is a good start, but clearly, 

we must remain vigilant. Although the 

nursing crisis has not yet reached its 
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projected peak, the shortage is already 

endangering patient safety in the areas 

of critical and long-term care, where 

demands on nurses are greatest. We 

must encourage higher enrollment in 

nursing schools, improve the work en-

vironment, and offer nurses opportuni-

ties to develop as respected profes-

sionals, while taking steps to ensure 

safe staffing levels in the short-term. 
We do not have the luxury of reflect-

ing upon this problem at length; we 

must act now. Fortunately, we have as 

allies hardworking nurses who are 

dedicated to helping us find ways to 

improve working conditions and to re-

cruit more young people to the field. 
I ask unanimous consent that the 

text of the bill be printed in the 

RECORD.
There being no objection, the bill was 

ordered to be printed in the RECORD, as 

follows:

S. 1188 

Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 

Congress assembled, 

SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Department of Veterans Affairs Nurse 

Recruitment and Retention Enhancement 

Act of 2001’’. 

(b) TABLE OF CONTENTS.—The table of con-

tents for this Act is as follows: 

Sec. 1. Short title; table of contents. 

Sec. 2. References to title 38, United States 

Code.

TITLE I—ENHANCEMENT OF 

RECRUITMENT AUTHORITIES 

Sec. 101. Enhancement of employee incen-

tive scholarship program. 

Sec. 102. Enhancement of education debt re-

duction program. 

Sec. 103. Report on requests for waivers of 

pay reductions for reemployed 

annuitants to fill nurse posi-

tions.

TITLE II—ENHANCEMENT OF RETENTION 

AUTHORITIES

Sec. 201. Additional pay for Saturday tours 

of duty for additional health 

care professional in the Vet-

erans Health Administration. 

Sec. 202. Unused sick leave included in annu-

ity computation of registered 

nurses with the Veterans 

Health Administration. 

Sec. 203. Evaluation of Department of Vet-

erans Affairs nurse managed 

clinics.

Sec. 204. Staffing levels for operations of 

medical facilities. 

Sec. 205. Annual report on use of authorities 

to enhance retention of experi-

enced nurses. 

Sec. 206. Report on mandatory overtime for 

nurses and nurse assistants in 

Department of Veterans Affairs 

facilities.

TITLE III—OTHER MATTERS 

Sec. 301. Organizational responsibility of the 

Director of the Nursing Service. 

Sec. 302. Computation of annuity for part- 

time service performed by cer-

tain health-care professionals 

before April 7, 1986. 

Sec. 303. Modification of nurse locality pay 

authorities.

Sec. 304. Technical amendments. 

SEC. 2. REFERENCES TO TITLE 38, UNITED 
STATES CODE. 

Except as otherwise expressly provided, 

whenever in this Act an amendment or re-

peal is expressed in terms of an amendment 

to, or repeal of, a section or other provision, 

the reference shall be considered to be made 

to a section or other provision of title 38, 

United States Code. 

TITLE I—ENHANCEMENT OF 
RECRUITMENT AUTHORITIES 

SEC. 101. ENHANCEMENT OF EMPLOYEE INCEN-
TIVE SCHOLARSHIP PROGRAM. 

(a) PERMANENT AUTHORITY.—(1) Section 

7676 is repealed. 
(2) The table of sections at the beginning of 

chapter 76 is amended by striking the item 

relating to section 7676. 
(b) MINIMUM PERIOD OF DEPARTMENT EM-

PLOYMENT FOR ELIGIBILITY.—Section 7672(b) 

is amended by striking ‘‘2 years’’ and insert-

ing ‘‘one year’’. 
(c) SCHOLARSHIP AMOUNT.—Subsection (b) 

of section 7673 is amended— 

(1) in paragraph (1), by striking ‘‘for any 

one year’’ and inserting ‘‘for the equivalent 

of one year of full-time coursework’’; and 

(2) by striking paragraph (2) and inserting 

the following new paragraph (2): 

‘‘(2) in the case of a participant in the Pro-

gram who is a part-time student, shall bear 

the same ratio to the amount that would be 

paid under paragraph (1) if the participant 

were a full-time student in the course of edu-

cation or training being pursued by the par-

ticipant as the coursework carried by the 

student bears to full-time coursework in 

that course of education or training.’’. 
(d) LIMITATION ON PAYMENT.—Subsection

(c) of section 7673 is amended to read as fol-

lows:
‘‘(c) LIMITATIONS ON PERIOD OF PAYMENT.—

(1) The maximum number of school years for 

which a scholarship may be paid under sub-

section (a) to a participant in the Program 

shall be six school years. 
‘‘(2) A participant in the Program may not 

receive a scholarship under subsection (a) for 

more than the equivalent of three years of 

full-time coursework.’’. 
(e) FULL-TIME COURSEWORK.—Section 7673 

is further amended by adding at the end the 

following new subsection: 
‘‘(e) FULL-TIME COURSEWORK.—For pur-

poses of this section, full-time coursework 

shall consist of the following: 

‘‘(1) In the case of undergraduate 

coursework, 30 semester hours per under-

graduate school year. 

‘‘(2) In the case of graduate coursework, 18 

semester hours per graduate school year.’’. 
(f) ANNUAL ADJUSTMENT OF MAXIMUM

SCHOLARSHIP AMOUNT.—Section 7631 is 

amended—

(1) in subsection (a)(1), by striking ‘‘and 

the maximum Selected Reserve member sti-

pend amount’’ and inserting ‘‘the maximum 

Selected Reserve member stipend amount, 

the maximum employee incentive scholar-

ship amount,’’; and 

(2) in subsection (b)— 

(A) by redesignating paragraph (4) as para-

graph (6); and 

(B) by inserting after paragraph (3) the fol-

lowing new paragraph (4): 

‘‘(4) The term ‘maximum employee incen-

tive scholarship amount’ means the max-

imum amount of the scholarship payable to 

a participant in the Department of Veterans 

Affairs Employee Incentive Scholarship Pro-

gram under subchapter VI of this chapter, as 

specified in section 7673(b)(1) of this title and 

as previously adjusted (if at all) in accord-

ance with this section.’’. 

SEC. 102. ENHANCEMENT OF EDUCATION DEBT 
REDUCTION PROGRAM. 

(a) PERMANENT AUTHORITY.—(1) Section 

7684 is repealed. 
(2) The table of sections at the beginning of 

chapter 76 is amended by striking the item 

relating to section 7684. 
(b) ELIGIBLE INDIVIDUALS.—Subsection

(a)(1) of section 7682 is amended— 

(1) by striking ‘‘under an appointment 

under section 7402(b) of this title in a posi-

tion’’ and inserting ‘‘in a position (as deter-

mined by the Secretary) providing direct-pa-

tient care services or services incident to di-

rect-patient care services’’; and 

(2) by striking ‘‘(as determined by the Sec-

retary)’’ and inserting ‘‘(as so determined)’’. 
(c) MAXIMUM DEBT REDUCTION AMOUNT.—

Section 7683(d)(1) is amended— 

(1) by striking ‘‘for a year’’; and 

(2) by striking ‘‘exceed—’’ and all that fol-

lows through the end of the paragraph and 

inserting ‘‘exceed $44,000 over a total of five 

years of participation in the Program, of 

which not more than $10,000 of such pay-

ments may be made in each of the fourth and 

fifth years of participation in the Program.’’. 
(d) ANNUAL ADJUSTMENT OF MAXIMUM DEBT

REDUCTION PAYMENTS AMOUNT.—(1) Section 

7631, as amended by section 101(f) of this Act, 

is further amended— 

(A) in subsection (a)(1), by inserting before 

the period at the end of the first sentence 

the following: ‘‘and the maximum education 

debt reduction payments amount’’; and 

(B) in subsection (b), by inserting after 

paragraph (4) the following new paragraph 

(5):

‘‘(5) The term ‘maximum education debt 

reduction payments amount’ means the max-

imum amount of education debt reduction 

payments payable to a participant in the De-

partment of Veterans Affairs Education Debt 

Reduction Program under subchapter VII of 

this chapter, as specified in section 7683(d)(1) 

of this title and as previously adjusted (if at 

all) in accordance with this section.’’. 
(2) Notwithstanding section 7631(a)(1) of 

title 38, United States Code, as amended by 

paragraph (1), the Secretary of Veterans Af-

fairs shall not increase the maximum edu-

cation debt reduction payments amount 

under that section in calendar year 2002. 
(e) TEMPORARY EXPANSION OF INDIVIDUALS

ELIGIBLE FOR PARTICIPATION IN PROGRAM.—

(1) Notwithstanding section 7682(c) of title 

38, United States Code, the Secretary of Vet-

erans Affairs may treat a covered individual 

as being a recently appointed employee in 

the Veterans Health Administration under 

section 7682(a) of that title for purposes of 

eligibility in the Education Debt Reduction 

Program if the Secretary determines that 

the participation of the individual in the 

Program under this subsection would further 

the purposes of the Program. 
(2) For purposes of this subsection, a cov-

ered individual is any individual otherwise 

described by section 7682(a) of title 38, United 

States Code, as in effect on the day before 

the date of the enactment of this Act, who— 

(A) was appointed as an employee in a posi-

tion described in paragraph (1) of that sec-

tion, as so in effect, between January 1, 1999, 

and September 30, 2000; and 

(B) is an employee in such position, or in 

another position described in paragraph (1) 

of that section, as so in effect, at the time of 

application for treatment as a covered indi-

vidual under this subsection. 
(3) The Secretary shall make determina-

tions regarding the exercise of the authority 

in this subsection on a case-by-case basis. 
(4) The Secretary may not exercise the au-

thority in this subsection after December 31, 
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2001. The expiration of the authority in this 

subsection shall not affect the treatment of 

an individual under this subsection before 

that date as a covered individual for pur-

poses of eligibility in the Education Debt Re-

duction Program. 

(5) In this subsection, the term ‘‘Education 

Debt Reduction Program’’ means the Depart-

ment of Veterans Affairs Education Debt Re-

duction Program under subchapter VII of 

chapter 76 of title 38, United States Code. 

SEC. 103. REPORT ON REQUESTS FOR WAIVERS 
OF PAY REDUCTIONS FOR REEM-
PLOYED ANNUITANTS TO FILL 
NURSE POSITIONS. 

(a) REPORT.—Not later than November 30 of 

each of 2001 and 2002, the Secretary of Vet-

erans Affairs shall submit to the Committees 

on Veterans’ Affairs of the Senate and the 

House of Representatives a report describing 

each request of the Secretary, during the fis-

cal year preceding such report, to the Direc-

tor of the Office of Personnel Management 

for the following: 

(1) A waiver under subsection (i)(1)(A) of 

section 8344 of title 5, United States Code, of 

the provisions of such section in order to 

meet requirements of the Department of 

Veterans Affairs for appointments to nurse 

positions in the Veterans Health Administra-

tion.

(2) A waiver under subsection (f)(1)(A) of 

section 8468 of title 5, United States Code, of 

the provisions of such section in order to 

meet requirements of the Department for ap-

pointments to such positions. 

(3) A grant of authority under subsection 

(i)(1)(B) of section 8344 of title 5, United 

States Code, for the waiver of the provisions 

of such section in order to meet require-

ments of the Department for appointments 

to such positions. 

(4) A grant of authority under subsection 

(f)(1)(B) of section 8468 of title 5, United 

States Code, for the waiver of the provisions 

of such section in order to meet require-

ments of the Department for appointments 

to such positions. 

(b) INFORMATION ON RESPONSES TO RE-

QUESTS.—The report under subsection (a) 

shall specify for each request covered by the 

report—

(1) the response of the Director to such re-

quest; and 

(2) if such request was granted, whether or 

not the waiver or authority, as the case may 

be, assisted the Secretary in meeting re-

quirements of the Department for appoint-

ments to nurse positions in the Veterans 

Health Administration. 

TITLE II—ENHANCEMENT OF RETENTION 
AUTHORITIES

SEC. 201. ADDITIONAL PAY FOR SATURDAY 
TOURS OF DUTY FOR ADDITIONAL 
HEALTH CARE PROFESSIONAL IN 
THE VETERANS HEALTH ADMINIS-
TRATION.

(a) IN GENERAL.—Section 7454(b) is amend-

ed—

(1) by inserting ‘‘(1)’’ after ‘‘(b)’’; and 

(2) by adding at the end the following new 

paragraph:

‘‘(2) Health care professionals employed in 

positions referred to in paragraph (1) shall be 

entitled to additional pay on the same basis 

as provided for nurses in section 7453(c) of 

this title.’’. 

(b) APPLICABILITY.—The amendments made 

by subsection (a) shall take effect on the 

date of the enactment of this Act, and shall 

apply with respect to pay periods beginning 

on or after that date. 

SEC. 202. UNUSED SICK LEAVE INCLUDED IN AN-
NUITY COMPUTATION OF REG-
ISTERED NURSES WITH THE VET-
ERANS HEALTH ADMINISTRATION. 

(a) ANNUITY COMPUTATION.—Section 8415 of 

title 5, United States Code, is amended by 

adding at the end the following: 
‘‘(i) In computing an annuity under this 

subchapter, the total service of an employee 

who retires from the position of a registered 

nurse with the Veterans Health Administra-

tion on an immediate annuity, or dies while 

employed in that position leaving any sur-

vivor entitled to an annuity, includes the 

days of unused sick leave to the credit of 

that employee under a formal leave system, 

except that such days shall not be counted in 

determining average pay or annuity eligi-

bility under this subchapter.’’. 
(b) DEPOSIT NOT REQUIRED.—Section 8422(d) 

of title 5, United States Code, is amended— 

(1) by inserting ‘‘(1)’’ before ‘‘Under such 

regulations’’; and 

(2) by adding at the end the following: 
‘‘(2) Deposit may not be required for days 

of unused sick leave credited under section 

8415(i).’’.
(c) EFFECTIVE DATE.—The amendments 

made by this section shall take effect 60 days 

after the date of the enactment of this Act, 

and shall apply to individuals who separate 

from service on or after that effective date. 

SEC. 203. EVALUATION OF DEPARTMENT OF VET-
ERANS AFFAIRS NURSE MANAGED 
CLINICS.

(a) EVALUATION.—The Secretary of Vet-

erans Affairs shall carry out an evaluation of 

the efficacy of the nurse managed health 

care clinics of the Department of Veterans 

Affairs. The Secretary shall complete the 

evaluation not later than 18 months after 

the date of the enactment of this Act. 
(b) CLINICS TO BE EVALUATED.—(1) In car-

rying out the evaluation under subsection 

(a), the Secretary considers nurse managed 

health care clinics, including primary care 

clinics and geriatric care clinics, located in 

three different Veterans Integrated Service 

Networks (VISNs) of the Department. 
(2) If there are not nurse managed health 

care clinics located in three different Vet-

erans Integrated Service Networks as of the 

commencement of the evaluation, the Sec-

retary shall— 

(A) establish nurse managed health care 

clinics in additional Veterans Integrated 

Services Networks such that there are nurse 

managed health care clinics in three dif-

ferent Veterans Integrated Service Networks 

for purposes of the evaluation; and 

(B) include such clinics, as so established, 

in the evaluation. 
(c) MATTERS TO BE EVALUATED.—In car-

rying out the evaluation under subsection 

(a), the Secretary shall address the fol-

lowing:

(1) Patient satisfaction. 

(2) Provider experiences. 

(3) Cost of care. 

(4) Access to care, including waiting time 

for care. 

(5) The functional status of patients receiv-

ing care. 

(6) Any other matters the Secretary con-

siders appropriate. 
(d) REPORT.—Not later than 18 months 

after the date of the enactment of this Act, 

the Secretary shall submit to the Commit-

tees on Veterans’ Affairs of the Senate and 

the House of Representatives a report on the 

evaluation carried out under subsection (a). 

The report shall address the matters speci-

fied in subsection (c) and include any other 

information, and any recommendations, that 

the Secretary considers appropriate. 

SEC. 204. STAFFING LEVELS FOR OPERATIONS OF 
MEDICAL FACILITIES. 

(a) IN GENERAL.—Section 8110(a) is amend-
ed—

(1) in paragraph (1), by inserting after 

‘‘complete care of patients,’’ in the fifth sen-

tence the following: ‘‘and in a manner con-

sistent with the policies of the Secretary on 

overtime,’’; and 

(2) in paragraph (2)— 

(A) by inserting ‘‘, including the staffing 

required to maintain such capacities,’’ after 

‘‘all Department medical facilities’’; 

(B) by striking ‘‘and to minimize’’ and in-

serting ‘‘, to minimize’’; and 

(C) by inserting before the period the fol-

lowing: ‘‘, and to ensure that eligible vet-

erans are provided such care and services in 

an appropriate manner’’. 
(b) NATIONWIDE POLICY ON STAFFING.—

Paragraph (3) of that section is amended— 

(1) in subparagraph (A), by inserting ‘‘the 

adequacy of staff levels for compliance with 

the policy established under subparagraph 

(C),’’ after ‘‘regarding’’; and 

(2) by inserting after subparagraph (B) the 

following new subparagraph: 
‘‘(C) The Secretary shall, in consultation 

with the Under Secretary for Health, estab-
lish a nationwide policy on the staffing of 
Department medical facilities in order to en-
sure that such facilities have adequate staff 
for the provision to veterans of appropriate, 
high-quality care and services. The policy 
shall take into account the staffing levels 
and mixture of staff skills required for the 
range of care and services provided veterans 
in Department facilities.’’. 

SEC. 205. ANNUAL REPORT ON USE OF AUTHORI-
TIES TO ENHANCE RETENTION OF 
EXPERIENCED NURSES. 

(a) ANNUAL REPORT.—(1) Subchapter II of 
chapter 73 is amended by adding at the end 
the following new section: 

‘‘§ 7324. Annual report on use of authorities to 
enhance retention of experienced nurses 
‘‘(a) ANNUAL REPORT.—Not later than Jan-

uary 31 each year, the Secretary, acting 
through the Under Secretary for Health, 
shall submit to Congress a report on the use 
during the preceding year of authorities for 
purposes of retaining experienced nurses in 
the Veterans Health Administration, as fol-
lows:

‘‘(1) The authorities under chapter 76 of 

this title. 

‘‘(2) The authority under VA Directive 

5102.1, relating to the Department of Vet-

erans Affairs nurse qualification standard, 

dated November 10, 1999, or any successor di-

rective.

‘‘(3) Any other authorities available to the 

Secretary for those purposes. 
‘‘(b) REPORT ELEMENTS.—Each report under 

subsection (a) shall specify for the period 

covered by such report, for each Department 

medical facility and for each Veterans Inte-

grated Service Network, the following: 

‘‘(1) The number of waivers requested 

under the authority referred to in subsection 

(a)(2), and the number of waivers granted 

under that authority, to promote to the 

Nurse II grade or Nurse III grade under the 

Nurse Schedule under section 7404(b)(1) of 

this title any nurse who has not completed a 

bachelors of science in nursing in a recog-

nized school of nursing, set forth by age, 

race, and years of experience of the individ-

uals subject to such waiver requests and 

waivers, as the case may be. 

‘‘(2) The programs carried out to facilitate 

the use of nursing education programs by ex-

perienced nurses, including programs for 

flexible scheduling, scholarships, salary re-

placement pay, and on-site classes.’’. 
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(2) The table of sections at the beginning of 

chapter 73 is amended by inserting after the 

item relating to section 7323 the following 

new item: 

‘‘7324. Annual report on use of authorities to 

enhance retention of experi-

enced nurses.’’. 

(b) INITIAL REPORT.—The initial report re-

quired under section 7324 of title 38, United 

States Code, as added by subsection (a), shall 

be submitted in 2002. 

SEC. 206. REPORT ON MANDATORY OVERTIME 
FOR NURSES AND NURSE ASSIST-
ANTS IN DEPARTMENT OF VET-
ERANS AFFAIRS FACILITIES. 

(a) REPORT.—Not later than 180 days after 

the date of the enactment of this Act, the 

Secretary of Veterans Affairs shall submit to 

the Committees on Veterans’ Affairs of the 

Senate and the House of Representatives a 

report on the mandatory overtime required 

of licensed nurses and nurse assistants pro-

viding direct patient care at Department of 

Veterans Affairs medical facilities during 

2001.

(b) MANDATORY OVERTIME.—For purposes of 

the report under subsection (a), mandatory 

overtime shall consist of any period in which 

a nurse or nurse assistant is mandated or 

otherwise required, whether directly or indi-

rectly, to work or be in on-duty status in ex-

cess of— 

(1) a scheduled workshift or duty period; 

(2) 12 hours in any 24-hour period; or 

(3) 80 hours in any period of 14 consecutive 

days.

(c) ELEMENTS.—The report under sub-

section (a) shall include the following: 

(1) A description of the amount of manda-

tory overtime described in that subsection at 

each Department medical facility during the 

period covered by the report. 

(2) A description of the mechanisms em-

ployed by the Secretary to monitor overtime 

of the nurses and nurse assistants referred to 

in that subsection. 

(3) An assessment of the effects of the man-

datory overtime of such nurses and nurse as-

sistants on patient care, including its con-

tribution to medical errors. 

(4) Recommendations regarding mecha-

nisms for preventing requirements for 

amounts of mandatory overtime in other 

than emergency situations by such nurses 

and nurse assistants. 

(5) Any other matters that the Secretary 

considers appropriate. 

TITLE III—OTHER MATTERS 
SEC. 301. ORGANIZATIONAL RESPONSIBILITY OF 

THE DIRECTOR OF THE NURSING 
SERVICE.

Section 7306(a)(5) is amended by inserting 

‘‘, and report directly to,’’ after ‘‘responsible 

to’’.

SEC. 302. COMPUTATION OF ANNUITY FOR PART- 
TIME SERVICE PERFORMED BY CER-
TAIN HEALTH-CARE PROFES-
SIONALS BEFORE APRIL 7, 1986. 

Section 7426 is amended— 

(1) by redesignating subsection (c) as sub-

section (d); and 

(2) by inserting after subsection (b) the fol-

lowing new subsection (c): 

‘‘(c) The provisions of subsection (b) shall 

not apply to the part-time service before 

April 7, 1986, of a registered nurse, physician 

assistant, or expanded-function dental auxil-

iary. In computing the annuity under the ap-

plicable provision of law specified in that 

subsection of an individual covered by the 

preceding sentence, the service described in 

that sentence shall be credited as full-time 

service.’’.

SEC. 303. MODIFICATION OF NURSE LOCALITY 
PAY AUTHORITIES. 

Section 7451 is amended— 

(1) in subsection (d)(3)— 

(A) in subparagraph (A), by striking ‘‘be-

ginning rates of’’ each time it appears; 

(B) in subparagraph (B), by striking ‘‘be-

ginning rates of’’; and 

(C) in subparagraph (C)(i), by striking ‘‘be-

ginning rates of’’ each time it appears; 

(2) in subsection (d)(4)— 

(A) by striking ‘‘or at any other time that 

an adjustment in rates of pay is scheduled to 

take place under this subsection’’ in the first 

sentence; and 

(B) by striking the second sentence; and 

(3) in subsection (e)(4)— 

(A) in subparagraph (A), by striking ‘‘grade 

in a’’; 

(B) in subparagraph (B)— 

(i) by striking ‘‘grade of a’’; and 

(ii) by striking ‘‘that grade’’ and inserting 

‘‘that position’’; and 

(C) in subparagraph (D), by striking ‘‘grade 

of a’’. 

SEC. 304. TECHNICAL AMENDMENTS. 
Section 7631(b) is amended by striking 

‘‘this subsection’’ each place it appears and 

inserting ‘‘this section’’. 

By Mr. HOLLINGS (for himself, 

Mr. INOUYE, and Mr. DORGAN):

S. 1189. A bill to require the Federal 

Communications Commission to amend 

its daily newspaper cross-ownership 

rules, and for other purposes; to the 

Committee on Commerce, Science, and 

Transportation.

Mr. HOLLINGS. Mr. President, I rise 

to introduce legislation, the Media 

Ownership Act of 2001, designed to rec-

tify the increasing trend toward con-

solidation and away from a vibrant ex-

change of news and information in to-

day’s media marketplace. I am joined 

in this effort by my colleagues, Sen-

ators INOUYE and DORGAN, who for 

years have demonstrated their tireless 

pursuit of the public interest in the 

sensible regulation of media ownership. 

This legislation is necessary to stem 

the tide toward concentration in the 

broadcast and newspaper industries 

and force a thorough and reasoned ex-

amination of the claims that further 

consolidation will serve the public in-

terest. While the phrase ‘‘public inter-

est’’ may have a vague ring to it, its 

meaning should be quite clear to the 

five members of the Federal Commu-

nications Commission, which itself ob-

served just a few months ago that it 

has both ‘‘the duty and authority 

under the Communications Act to pro-

mote diversity and competition among 

media voices.’’ 

Notwithstanding that duty, it has 

come to my attention that the FCC is 

planning a Notice of Proposed Rule-

making to relax or eliminate the news-

paper-broadcast cross ownership rule. 

In addition, I understand that the FCC 

may consider revising, among other 

media ownership restrictions, the 35 

percent national broadcast ownership 

cap later this year. I do not believe 

that those rules should be changed at 

this time. Others disagree. This legisla-

tion will enhance our debate on these 

issues.
Locally relevant, independent pro-

grammers and distributors of media 

content are critically important ener-

gizers of civic discourse in this coun-

try. Indeed, that independence, local-

ism and diversity are what separate 

our nation from countries where infor-

mation is not allowed to flow freely. 

Accordingly, any proceeding to revisit 

existing ownership rules involving 

broadcast, print, or cable television 

must examine the potential impact 

that undue influence over local and na-

tional media outlets may have on our 

democracy.
Because Congress understood the dif-

ficulty the Commission faces in quanti-

fying democratic values such as local-

ism and diversity, it gave the Commis-

sion the explicit and implicit statutory 

authority and responsibility to estab-

lish and maintain ownership caps in 

the media industry. Pursuant to that 

authority, the FCC has imposed limits 

on the ownership of broadcast and 

cable television properties, and on the 

cross-ownership within a market be-

tween broadcast and cable television 

stations, broadcast television and radio 

stations, and broadcast television and 

radio stations and newspapers. 
These ownership restrictions are 

based on factors outside the bounds of 

a traditional competitive analysis, and 

carry with them the authority to pre-

vent consolidation before it rises to the 

level necessary to trigger antitrust 

intervention. for example, in light of 

the importance of promoting localism 

and diversity, a higher importance 

must be ascribed to preserving the bal-

ance of power between the networks 

and local stations than would other-

wise be expected under traditional 

competition analysis. 
The reasons for this are simple, di-

versity in ownership promotes com-

petition. Diversity in ownership cre-

ates opportunities for smaller compa-

nies, and local businessmen and 

women. Diversity in ownership allows 

creative programming and controver-

sial points of views to find an outlet. 

Diversity in ownership promotes 

choices for advertisers. And diversity 

in ownership and the related restric-

tion on national ownership groups pre-

serves localism. And what in turn does 

this mean? Millions of Americans regu-

larly receive their local news by watch-

ing their local broadcast stations or 

reading their daily newspaper. For 

these citizens, localism still matters. 
The proponents of increased consoli-

dation, however, claim that the trans-

formed media landscape demands a de-

regulatory response. In my view, the 

burden should rest on those who wish 

to change the rules of the game to jus-

tify those changes. If localism and di-

versity can be preserved in a consoli-

dated marketplace, prove it. Argu-

ments alone are not persuasive. 
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Prior to the 1996 Telecommuni-

cations Act, the top radio station 
group owned 39 stations and generated 
annual revenues of $495 million. Today, 
the top group owns over 1100 stations 
and generates revenues of almost $3.2 
billion annually. This consolidation di-
rectly undercut diversity and localism 
in the radio marketplace. A year before 
Congress passed the Telecommuni-
cations Act, the FCC lifted the rules 
that prohibited broadcast networks 
from owning and creating their own 
television programming. This sanc-
tioned consolidation freed the net-

works to seek economic stakes in, and 

ownership of, television programs. As 

the Washington Post reported last fall 

in an article entitled, ‘‘Even Hits can 

Miss in TV’s New Economy’’, ‘‘Just as 

supermarket might reserve its best 

shelf space for its house brands, the 

networks have begun to favor their in 

house programs over shows created by 

others, which are often less profitable 

in the long term.’’ So we see what de-

regulation has brought us with radio 

and the market for television program-

ming. Similar consolidation among 

other major media outlets should only 

be allowed after a thorough analysis 

that justifies permitting such con-

centration.
The legislation that we introduce 

today addresses the FCC’s lack of en-

forcement of the newspaper-broadcast 

cross ownership rule. The FCC’s juris-

diction over newspaper broadcast own-

ership combinations arises from its au-

thority to oversee broadcast commu-

nications licenses. In practice, the FCC 

has applied the rule only when there is 

a transfer or renewal of a broadcast li-

cense. So, if a broadcast station owner 

acquires a newspaper in the same mar-

ket, there is no FCC review of the cross 

ownership until the station’s license is 

up for renewal. If a newspaper owner 

acquires a broadcast station, however, 

the rule is immediately triggered be-

cause the FCC has to approve the 

transfer of the station’s broadcast li-

cense for the transaction to go forward. 

When the rule was adopted, television 

broadcast licenses were renewed every 

three years. Accordingly, even when 

the FCC did not immediately enforce 

the rule, the combined entity was 

aware it would have to come into com-

pliance, either by requesting a waiver, 

or divesting either the station or news-

paper, within a short period of time. 
Today, however, broadcast station li-

censes are only renewed every eight 

years, thereby creating a significant 

loophole in the cross ownership rule, if 

it is only enforced by the Commission 

at the time of license renewals. Our bill 

would require the FCC to review imme-

diately existing cross ownership com-

binations. The legislation requires a 

broadcast licensee to inform the FCC 

when it acquires a newspaper that 

would place the license in violation of 

the newspaper-broadcast cross owner-

ship rule. Upon receipt of this informa-
tion, the FCC could take a range of ac-
tion under the legislation, including 
forcing divestiture, or granting a waiv-
er to allow the combination to go for-
ward.

In addition, our legislation steps up a 
process whereby we in Congress can 
scrutinize any alternative that the 
Commission devises to replace the cur-
rent media ownership rules, and com-
pare the efficacy of a new cap or owner-
ship measurement system against the 
current rules, to determine whether a 
new measurement provides a better 
mechanism to promote diversity and 
localism. Accordingly, our bill requires 
the FCC to provide to the House and 
Senate Commerce Committees, any 
proposed media ownership rule changes 
eighteen months before they become 
effective. These proposals must be 
transmitted to the Commerce commit-
tees along with clear and ample expla-
nation of how the new formulations 
will better meet the Commission’s pub-
lic interest obligation to promote com-
petition, diversity, and localism. 

The legislation we are introducing 
takes two important steps. First, it 
forces the FCC to enforce the current 

version of the FCC’s newspaper-broad-

cast cross ownership rule. Second, it 

provides a check on those who might 

otherwise move quickly to repeal other 

media ownership limits without regard 

to the impact of the consequent con-

solidation on diversity, localism, and 

competition in the media marketplace. 
I ask unanimous consent that the 

text of the bill be printed in the 

RECORD.
There being no objection, the bill was 

ordered to be printed in the RECORD, as 

follows:

S. 1189 

Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 

Congress assembled, 

SECTION 1. FCC DAILY NEWSPAPER CROSS-OWN-
ERSHIP RULE. 

(a) IMMEDIATE REVIEW.—

(1) IN GENERAL.—The Federal Communica-

tions Commission shall modify section 

73.3555(d) of its regulations (47 C.F.R. 

73.3555(d)) to provide for the immediate re-

view of a license for any AM, FM, or TV 

broadcast station held by any party (includ-

ing all parties under common control) that 

acquires direct or indirect ownership, oper-

ation, or control of a daily newspaper. 

(2) NOTICE TO COMMISSION.—The modifica-

tion under paragraph (1) shall require that 

any licensee covered by that paragraph no-

tify the Committee of the acquisition of the 

ownership, operation, or control of a daily 

newspaper upon the acquisition of such own-

ership, operation, or control. 
(b) REMEDIAL ACTION.—The Commission 

shall further modify section 73.3555(d) of its 

regulations (47 C.F.R. 73.3555(d)) to require 

modification or revocation of the license, or 

divestiture of such ownership, operation, or 

control of the daily newspaper, unless the 

Commission determines that direct or indi-

rect ownership, operation, or control of the 

daily newspaper by that party will not cause 

a result described in paragraph (1), (2), or (3) 

of that section. 

(c) 6-MONTH DEADLINE FOR COMPLIANCE.—
Under the regulations as modified under sub-
section (b), if the Commission does not make 
a determination described in subsection (b), 
the Commission shall require the modifica-
tion, revocation, or divestiture to be com-
pleted not later than the earlier of— 

(1) the date that is 180 days after the date 

on which the Commission issues the order re-

quiring the modification, revocation, or di-

vestiture; or 

(2) the date by which the Commission’s 

regulations require the license to be re-

newed.
(d) APPLICATION TO EXISTING ARRANGE-

MENTS.—

(1) IN GENERAL.—In applying its regula-

tions, as modified pursuant to this section, 

to any license for an AM, FM, or TV broad-

cast station that is held on the date of the 

enactment of this Act by a party that also, 

as of that date, has direct or indirect owner-

ship, operation, or control of a daily news-

paper, the Commission— 

(A) may grant a permanent or temporary 

waiver from the modification, revocation, or 

divestiture requirements of the modified reg-

ulation if the Commission determines that 

the waiver is consistent with the principles 

of competition, diversity, and localism in 

the public interest; and 

(B) shall not apply the modified regulation 

so as to require modification, revocation, or 

divestiture in circumstances in which sec-

tion 73.3555(d) of the Commission’s regula-

tions (47 C.F.R. 73.3555(d)) does not apply be-

cause of Note 4 to that section. 

(2) NOTICE TO COMMISSION.—A licensee of a 

license described by paragraph (1) shall no-

tify the Commission not later than 30 days 

after the date of the enactment of this Act 

that the license is covered by paragraph (1). 

SEC. 2. REVIEW BASED ON TRANSACTIONS. 
The Federal Communications Commission 

shall further modify section 73.3555 of its reg-
ulations (47 C.F.R. 73.3555) so that the Com-
mission will determine compliance with sec-
tion 73.3555(d) of its regulations, as modified 
by the Commission pursuant to section 1 of 
this Act, whenever a party (including all par-
ties under common control)— 

(1) that holds a license for an AM, FM, or 

TV broadcast station acquires direct or indi-

rect ownership, operation, or control of a 

daily newspaper; or 

(2) that directly or indirectly owns, oper-

ates, or controls a daily newspaper acquires 

a license for an AM, FM, or TV broadcast 

station.

SEC. 3. FCC TO JUSTIFY REPEAL OR MODIFICA-
TION OF REGULATIONS UNDER REG-
ULATORY REFORM. 

Section 11 of the Communications Act of 
1934 (47 U.S.C. 161) is amended— 

(1) by redesignating subsection (b) as sub-

section (c); and 

(2) by inserting after subsection (a) the fol-

lowing new subsection (b): 
‘‘(b) RELAXATION OR ELIMINATION OF MEDIA

OWNERSHIP RULES.—If, as a result of a review 
under subsection (a)(1), the Commission 
makes a determination under subsection 
(a)(2) with respect to its regulations gov-
erning multiple ownership (47 C.F.R. 73.3555), 
then not less than 18 months before the pro-
posed repeal or modification under sub-
section (c) is to take effect, the Commission 
shall transmit to the Committee on Com-
merce, Science, and Transportation of the 

Senate and the Committee on Commerce of 

the House of Representatives— 

‘‘(1) a statement of the proposed repeal or 

modification; and 

‘‘(2) an explanation of the basis for its de-

termination, including an explanation of 
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how the proposed repeal or modification is 

expected to promote competition, diversity, 

and localism in the public interest.’’. 

SEC. 4. DEADLINE FOR MODIFICATION OF REGU-
LATIONS.

The Federal Communications Commission 
shall complete the modifications of its regu-
lations required by sections 1 and 2 of this 
Act not later than 1 year after the date of 
the enactment of this Act. 

f 

SUBMITTED RESOLUTIONS 

SENATE RESOLUTION 135—HON-
ORING DRS. ARVID CARLSSON, 
PAUL GREENGARD, AND ERIC R. 
KANDEL FOR BEING AWARDED 
THE NOBEL PRIZE IN PHYSI-
OLOGY OR MEDICINE FOR 2000, 
AND FOR OTHER PURPOSES 

Mr. BIDEN submitted the following 
resolution; which was referred to the 
Committee on Foreign Relations: 

S. RES. 135 

Whereas on October 9, 2000, the Nobel As-

sembly at the Karolinska Institute awarded 

the Nobel Prize in Physiology or Medicine 

for 2000 to Drs. Arvid Carlsson, Paul 

Greengard, and Eric R. Kandel for their pio-

neering discoveries in the field of neuro-

science;

Whereas these discoveries have been cru-

cial in achieving a fuller understanding of 

the normal function of the brain and the 

mechanisms by which brain cells commu-

nicate with each other at the molecular level 

to create moods and memories in individ-

uals;

Whereas the World Health Organization 

has found that 4 of the 10 leading causes of 

disability for persons age 5 and older are 

mental disorders; 

Whereas schizophrenia, depression, bipolar 

disorder, Alzheimer’s disease, and other men-

tal disorders affect nearly 1 in 5 people in the 

United States each year; 

Whereas the work of Drs. Carlsson, 

Greengard, and Kandel has laid a foundation 

for the development of drugs and other treat-

ments for mental illnesses and neurological 

disorders that promise to be more effective 

and to have fewer or less acute side effects; 

and

Whereas the National Institutes of Health 

contributed to advances in the field of neuro-

science by providing grants and research 

support to Drs. Carlsson, Greengard, and 

Kandel for a period exceeding 30 years: Now, 

therefore, be it 
Resolved, That the Senate— 

(1) recognizes and honors Drs. Arvid 

Carlsson, Paul Greengard, and Eric R. 

Kandel for their cumulative achievements in 

advancing scientific understanding in the 

field of neuroscience; 

(2) expresses support for the ongoing ef-

forts of the National Institutes of Health to 

fund and assist researchers in developing 

treatments for mental illnesses and neuro-

logical disorders; 

(3) expresses support for the ongoing ef-

forts of the American College of Neuro-

psychopharmacology, a scientific society 

whose principal functions are to further re-

search and education in neuropsycho-

pharmacology and related fields, and to en-

courage scientists to enter research careers 

in fields related to the treatment of diseases 

of the nervous system including psychiatric, 

neurological, behavioral, and addictive dis-

orders; and 

(4) expresses support for efforts to promote 

mental health for all people in the United 

States through advances in science and over-

coming societal attitudes, fears, and mis-

understandings concerning mental illness. 

f 

SENATE CONCURRENT RESOLU-

TION 60—EXPRESSING THE 

SENSE OF THE CONGRESS THAT 

THE CONTINUED PARTICIPATION 

OF THE RUSSIAN FEDERATION 

IN MEETINGS OF THE GROUP OF 

EIGHT COUNTRIES MUST BE 

CONDITIONED ON THE RUSSIAN 

FEDERATION’S VOLUNTARY AC-

CEPTANCE AND ADHERENCE TO 

THE NORMS AND STANDARDS OF 

DEMOCRACY

Mr. HELMS (for himself, Mr. SMITH

of Oregon, Mr. LOTT, and Mr. ALLEN)

submitted the following concurrent 

resolution; which was referred to the 

Committee on Foreign Relations: 

S. CON. RES. 60 

Whereas the Group of Seven (G–7) was es-

tablished as a forum of the heads of state or 

heads of government of the world’s largest, 

industrialized democracies to meet annually 

in a summit meeting; 

Whereas those countries which are mem-

bers of the Group of Seven are pluralistic so-

cieties, with democratic political institu-

tions and practices committed to the pro-

motion of universally recognized standards 

of human rights, individual liberties, and 

rule of law; 

Whereas, in 1991 and subsequent years, the 

G-7 invited the Russian Federation to a 

postsummit dialogue, and in 1998 the G-7 for-

mally invited the Russian Federation to par-

ticipate in an annual gathering that there-

after became known as the Group of Eight 

(G–8);

Whereas the invitation to then President 

Yeltsin of the Russian Federation to partici-

pate in these annual summits was to rein-

force his commitment to democratization 

and economic liberalization, recognizing the 

fact that the Russian Federation’s economy 

was not of the size and character of those of 

the G–7 economies and that its government’s 

commitment to democratic principles was 

uncertain;

Whereas free news media are fundamental 

to the functioning of a democratic society 

and essential for the protection of individual 

liberties and such freedoms can exist only in 

an environment that is free of state control 

of the news media, that is free of any form of 

state censorship or official coercion of any 

kind, and that is protected and guaranteed 

by the rule of law; 

Whereas the Government of the Russian 

Federation has undertaken a series of ac-

tions hostile and destructive toward inde-

pendently operated media enterprises and 

journalists, particularly those news outlets 

and journalists that have been critical of 

government policies and government ac-

tions;

Whereas the Government of the Russian 

Federation continues its indiscriminate war 

against the people of Chechnya, a war in 

which Russian forces have caused the deaths 

of countless thousands of innocent civilians, 

caused the displacement of well over 400,000 

innocent individuals, forcibly relocated ref-

ugee populations, and have committed wide-

spread atrocities, including summary execu-

tions, torture, and rape; 

Whereas the Department of State’s Annual 

Report on International Religious Freedom 

2000 concluded that the Government of the 

Russian Federation ‘‘does not always respect 

[its Constitution’s] provision for equality of 

religions, and some local authorities im-

posed restrictions on some religious minor-

ity groups’’; 

Whereas the continued participation of the 

Government of the Russian Federation in 

the Group of Eight must be conditioned on 

the former’s acceptance of and adherence to 

the norms and standards of democracy; and 

Whereas the next summit meeting of the 

G–8 countries will take place from July 20 to 

July 23, 2002 in Genoa, Italy: Now, therefore, 

be it 
Resolved by the Senate (the House of Rep-

resentatives concurring), That it is the sense 
of Congress that— 

(1) the President should use the Genoa 

summit meeting of the G–8 to condition fu-

ture G–8 meetings upon a clear and unambig-

uous demonstration of commitment by the 

Government of the Russian Federation to ad-

here to the norms and standards of democ-

racy and fundamental human rights, and 

that this must include— 

(A) an immediate end to Russian military 

operations in Chechnya and the initiation of 

genuine negotiations for a just and peaceful 

resolution of the conflict in that region with 

the democratically elected Government of 

Chechnya led by Aslan Maskhadov; 

(B) granting international missions imme-

diate and full and unimpeded access into 

Chechnya and surrounding regions so that 

they can provide humanitarian assistance 

and investigate alleged atrocities and war 

crimes;

(C) respect for the existence of a free, un-

fettered, and independent media and the free 

exchange of ideas and views, including the 

freedom of journalists to publish opinions 

and news reports without fear of censorship 

or punishment, the right of people to receive 

news without government interference and 

harassment, and opportunities for private 

ownership of media enterprises; 

(D) freedom of all religious groups to prac-

tice their faith in the Russian Federation, 

without government interference on the 

rights and the peaceful activities of such re-

ligious organizations; and 

(E) equal treatment and respect for the 

human rights of all citizens of the Russian 

Federation;

(2) the President and the Secretary of 

State should take all necessary steps to sus-

pend the participation of the Russian Fed-

eration in meetings of the G–8 countries 

after the Genoa summit meeting should the 

Government of the Russian Federation fail 

to adhere to the norms and standards de-

scribed in paragraph (1); and 

(3) the President and Secretary of State 

are requested to convey to appropriate offi-

cials of the Government of the Russian Fed-

eration, including the President, the Prime 

Minister, and the Minister of Foreign Af-

fairs, and appropriate officials of the G–7 

countries this expression of the views of Con-

gress.

f 

AMENDMENTS SUBMITTED AND 

PROPOSED

SA 981. Mr. JOHNSON submitted an 
amendment intended to be proposed by him 
to the bill H.R. 2311, making appropriations 
for energy and water development for the fis-
cal year ending September 30, 2002, and for 
other purposes; which was ordered to lie on 
the table. 
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